July 11, 2014

Idaho Oil and Gas Conservation Commission
Attn: Mr. Bobby Johnson

Idaho Department of Lands

300 N. 6th Street, Suite 103

Boise, ID 83702

RE: Application of Alta Mesa Services, LP for integration of all
unleased mineral interests and for authority to produce the
proposed well and to share the costs of such well and the
hydrocarbons produced therefrom between the working interest
owners and royalty owners in the unit described as East Half of
Section 33 and the West Half of Section 34, both in Township 9
North, Range 4 West, Boise Meridian, Payette County, Idaho;
Proposed Kauffman #1-34

Commissioners:

Alta Mesa Services, LP, 15021 Katy Freeway, Suite 400, Houston,
TX 77094 (“Applicant”), hereby applies to the Idaho Oil and Gas
Conservation Commission (“IOGCC”) for integration of all unleased
mineral interests and for authority to produce the proposed well and to
share the costs of such well and the hydrocarbons produced therefrom
between the working interest owners and royalty owners in the proposed
unit, as more particularly described below.

Proposed Unit Background

1 The proposed unit contains 640 acres, more or less, and is
comprised of the East Half of Section 33 and the West Half of Section 34
both in Township 9 North, Range 4 West. The IOGCC administratively
approved an exceptional well location for the proposed well on June 30,
2014 based upon geologic evidence provided by the Applicant. That
information is the basis for this request as well. The geological data
available to Applicant indicates that there is a reasonable possibility
that an oil and gas well drilled in the proposed unit would recover oil
and/or gas in commercial quantities and, therefore, it is prospective of
oil or gas.



2. The Applicant proposes to drill a vertical well targeting the Willow Sand
and any intervening formations. The bottom hole location is planned in the
Northwest Quarter of Section 34, Township 9 North, Range 4 West. The
proposed well will be drilled to a total measured depth of approximately 5,800
feet.

3. Applicant owns oil and gas leases covering a majority of the proposed
unit, or has obtained agreements with other working interest owners with
whom they collectively own oil and gas leases covering a majority of the
proposed unit. Applicant should be named as operator of the well. The list
of parties to be integrated is attached hereto as Exhibit A.

4. Applicant states that it is in the best interest of conservation and the
protection of correlative rights of all interested parties that the proposed unit
be developed for oil and gas production without undue delay.

5. Applicant, or another working interest owner, owns an oil and gas lease
covering the proposed drill site.

II. Integration of Unleased Mineral Owners

6. Applicant states that it has made repeated efforts to identify, locate and
negotiate leases with the unleased mineral interest owners; that those owners
have been offered an opportunity to participate in the proposed well; that they
have been offered a fair and reasonable bonus consideration for the execution
of an oil and gas lease covering their interests; that Applicant has furnished,
or offered to furnish, a proposed oil and gas lease and a copy of the AAPL
operating agreement form which Applicant proposes to use in connection with
the drilling of said well; but that all of the efforts of the Applicant have
produced no agreement between Applicant and the unleased mineral owners
listed on Exhibit A.

7. Applicant requests that the Idaho Oil and Gas Conservation Commission
set this matter for public hearing and, after same, issue its order that the
East Half of Section 33 and West Half of Section 34, Township 9 North,
Range 4 West, Payette County, be integrated and, in the alternative, that:

(@ The owners of the unleased mineral interests identified
in this Application shall execute and deliver to Applicant
a one-year oil and gas lease, on Applicant’s proposed
lease form, for fair and reasonable compensation, in the
alternative, a bonus of $50.00 per acre and 1/8th royalty,
in lieu of the right to participate in the working interest
in said unit;

(b) The owners of the unleased mineral interests identified



in this Application shall be pooled and integrated into
the captioned unit with assessment of a reasonable risk
factor penalty against their interest; or

(© The owners of the unleased mineral interests identified in this
Application shall participate in the cost of drilling, testing and
completion of the test well to be drilled by Applicant on the
captioned unit, subject to the terms of the uniform modified
AAPL Operating Agreement and attachments adopted by the
Commission, and authorization for expenditures proposed by
Applicant.

8. The unleased mineral owners identified in this Application should be
required to elect within fifteen (15) days after issuance of the Commission's
order which method will be pursued in the development of the proposed unit,
with respect to their interest, and, in the event no election is made, those
unleased mineral owners shall be deemed to have elected to accept a bonus of
$50.00 per net mineral acre as compensation in lieu of the right to participate
in the working interest in said unit, and with the royalty to be 1/8th,

9. Due to the risks and costs inherent in the drilling of the proposed well,
the Commission should fix a reasonable risk factor to be assessed as a penalty
against the integrated interests within the unit. The risk factor should be
applied to the proportionate cost and expenses of drilling, completing and
equipping the well, which would have been borne by the interest of said parties
had they participated. Applicant proposes a risk factor of 300% for the initial
well and 300% for any subsequent wells.

III. Cross-Section Well

10. Applicant is the proposed operator (upon approval of this application)
and 87.5% leasehold working interest owner in the East Half of Section 33
and 75% leasehold working interest owner in the West Half of Section 34,
both in Township 9 North, Range 4 West. All interested Parties who own the
right to drill in either Half section are identified in Exhibit A, attached. The
Applicant proposes to drill a vertical well targeting the Willow Sand and
any intervening formations. As described above, the location is planned in
the Northwest Quarter of Section 34, Township 9 North, Range 4 West. The
proposed well will be drilled to a total measured depth of
approximately 5,800 feet.

11. The Applicant proposes an allocation of cost, expense, and production
including payment of royalties between Sections 33 and 34 of 50% each.
Applicant proposes to make this allocation of cost for the proposed well
between Sections 33 and 34 based upon the geologic conditions, to protect
correlative rights, and in the interest of fairness.



IV. Geologic Report
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. General and Procedural Matters

14. Applicant requests that the resulting Order of the Commission be made
applicable to any unknown spouse, heir, devisee, personal representative,
successor or assign of all parties subject to the Order.

15. Notice has been or will be given to the interested parties identified in this
Application in accordance with the rules of the Idaho Oil & Gas Conservation
Commission. Proof of publication of the Notice and an Affidavit of Notice will be
submitted at the hearing.

16. Below is a list of Exhibits that are attached to this Application, which
Applicant requests be made a part of the record of this proceeding:

List of Parties to be Integrated

Resume of Efforts to Secure Leases and/or Participation

Applicant’s Joint Operating Agreement

Authorization for Expenditures (AFE) for Proposed Well

Proposed Unit Map

Proof of Publication (to be submitted at hearing)

Affidavit of Notice to Interested Parties (executed copy to be submitted
at hearing)

OEEUOwW»

Respectfully Submitted,
PPGMR Law, PLLC

sel

John F. Peiserich



Exhibit A

List of Parties to be Integrated

Amy D. and Lemuel A. Walker, their heirs, successors and assigns



Exhibit B

Resume of Efforts

Interested Party — Amy D. Walker

Statement of Contract Landman Glenn R. Johnston at the request of
David Pepper, Idaho Land Supervisor — Alta Mesa

You asked that I attempt to locate the current owners of a mineral interest in
Section 34 of TON R3W, Payette County, Idaho, at one time owned by Amy D.
Walker and report back to you with my findings. This is my report.

I obtained the Runsheet for this Section and reviewed documents listed therein
pertaining to the Walker interest. Lemuel A. Walker and his wife, Amy D.
Walker, owned surface and mineral interests in this section, obtaining those
interest through several separate conveyances into them over time. By
Warranty Deed dated 3/11/1941, Amy D. Walker and her husband, Lemuel A.
Walker conveyed all of their interest in this Section to Cora E. Nelson, retaining
one-half of all oil, gas and other minerals.

No documents were found of record whereby the Walkers ever conveyed any of
this retained mineral interest. The only further document pertaining to this
interest is Instrument No. 93592 in the Probate Records of Payette County,
Idaho, which states Lemuel A. Walker died intestate in 1956 and his wife, Amy
Walker, was designated as the only legatee with no other issue.

I conducted a thorough search of the records of the Clerk and Recorders Office
and of the Probate records in the Clerk of the Court's Office and found no
conveyances of this interest or any portion of it from Amy D. Walker. I was
unable to locate any Probate information on Amy D. Walker in Payette County.
I discovered thatAmy and Lemeul Walker had at one time lived in Cairo,
Malheur County, Oregon, and that Lemuel Walker had died in Ontario,
Malheur County, Oregon, so I also checked the Probate records of the Malheur
County Clerk to see if perhaps Amy had also died in that County; no records
for Amy Walker were found there either.

I searched the database on the website Ancestry.com for any information
regarding Amy D. Walker of Payette County, Idaho. I discovered she had died in
August of 1971 at the age of 91 in Payette, Idaho by searching the Social
Security Death Index. Despite a diligent search of the records of Ancestry (and I
have a "Premuim" membership there), I was unable to locate any record of this
Amy D. Walker ever having had children. This matched the information in the
1956 Probate record of her husband, which stated there were no children of



http://ancestry.com/

that marriage. I was unable to determine from my search at this website if Amy
D. Walker had brothers or sisters.

I went back to the Payette Clerk and Recorders office and closely reviewed the
alphabetical Grantor records forward from August, 1971, but I found no
documents of any kind conveying any interest of Amy D. Walker, in this tract
or any other lands in Payette County. I again reviewed the Probate Index
forward from August 1971 but found no Probate record for Amy D. Walker.

[ have mailed a Certified letter, return receipt requested, to the last known
address of Amy D. Walker in Payette County, Idaho. It is addressed to "The
Heirs of Amy D. Walker," and asks the recipient to please contact me regarding
a mineral interest at one time owned by her.

See Also, Affidavit of Michael O. Roe In Support of Motion for Service by
Publication (Attached)
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FILED
"THIRD JUDICIAL DISTRICT COURT
Payette County, ldsho

L MAY LL 00 oy

BETTY J. DRESSEN

Michael O. Roe, ISB No. 4490 C)f\
Mindy M. Willman, ISB No. 7983 : BY
MOFFATT, THOMAS, BARRETT, ROCK &
FIELDS, CHARTERED
101 South Capitol Boulevard, 10th Floor
Post Office Box 829
Boise, Idaho 83701
Telephone (208) 345-2000
Facsimile (208) 385-5384
mor@moffatt.com
mmw@moffatt.com
24816.0000

s Deputy

Attorneys for Plaintiffs

IN THE DISTRICT COURT OF THE THIRD JUDICIAL DISTRICT
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF PAYETTE
RANDALL C. KAUFFMAN and THANA M.

KAUFFMAN, husband and wife, Case No. CV-2011-326
Plaintiffs, | AFFIDAVIT OF MICHAEL O. ROE IN
SUPPORT OF MOTION FOR SERVICE
vs. BY PUBLICATION

J.L. ANKENY; F. H. THURMER; AMY D.
WALKER and L. A. WALKER, wife and
husband; W.J. MATTHEWS and LULA E.
MATTHEWS aka Lula Matthews, husband
and wife; WILLIAM G. REED and LILLIE E.
REED, husband and wife, heirs of Lula E.
Matthews; MOUNIE QOLSON and BLANCHE
OLSON, husband and wife; EDGAR L.
DAVIS and NELLIE M. DAVIS, husband and
wife; H. E. OWENS and PEARL E. OWENS,
husband and wife; R. D. MAULE and

MARY W. MAULE, husband and wife;

N. D.MAULE and PAULINE MAULE,
husband and wife; W. A. MAULE and

ERMA L. MAULE, husband and wife; RUTH
MURPRY, a widow; MARGARET PAYNE, a
single person; LEROY E. MAULE and

AFFIDAVIT OF MICHAEL O. ROE IN SUPPORT OF MOTION FOR
SERVICE BY PUBLICATION - 1 Client: 2042425, 1
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DORTHEA MAULE, husband and wife;
FANNIE BARTON and DELBERT
BARTON, wife and husband; and DOES 1
through 10, inclusive; together with each of
their respective heirs, devisees, assigns and
successors in interest, and all other persons or
entities unknown claiming any right, title ox
interest in the real property described herein,

Defendants.

STATE OF IDAHO )
COUNTY OF ADA 3 >

Michael Q. Roe, being duly sworn upon oath, deposes and says:

1. I am the attorney of record for plantiffs in this action and make this
affidavit based upon personal knowledge.

2. Defendants who may claim an interest in the property named in this case
and their current addresses, i.e., J. L. Ankeny; F. H. Thurmer; Amy D. Walker and L. A. Walker,
wife and husband; W. J. Matthews and Lula E. Matthews aka Lula Matthews, husband and wife;
William G. Reed and Lillie E. Reed, husband and wife, heirs of Lula B. Matthews: Mounie
Olson and Blanche Olson, husband and wife; Edgar L. Davis and Nellie M. Davis, husband and
wife; X E. Owens and Pearl E. Owens, husband and wife; R. D. Maule and Mary W. Maule,
husband and wife; N. D. Maule and Pauline Maule, husband and wife;_ W. A. Maule and Erma L.
Maule, husband and wife; Ruth Murphy, a widow; Margaret Payne, a single person; Leroy E.
Maule and Dorthea Maule, husband and wife; Fannie Barton and Delbert Barton, wife and
husband, are unknown to plaintiffs. After due diligence, plaintiffs have been unable to ascertain

said addresses or otherwise locate such defendants.

AFFIDAVIT OF MICHAEL O. ROE IN SUPPORT OF MOTION FOR
SERVICE BY PUBLICATION -2 Clignt:2042425,1
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3. Subsequent to an exhaustive search of the public records, including
without limitation a thorough search of available online sources, it has proven impossible to
ascertain the potentia] parties that may c¢laim an interest in the property that is the subject of this
dispute, and therefore impossible to obtain personal service on the aforementioned defendants
within the state of Idaho.

4. The instant action 1s properly pending, and plaintiffs have good cause of
action against the aforementioned defendants, as more fully appears from plaintiffs’ Verified
Cornplaint to Quiet Title on file with this Court.

5. The aforementioned defendants are necessary and proper parties to this
action, and this affidavit is made for the purpose of obtaining an order for service of summons by
publication.

6. Accordingly, plaintiffs have moved for an QOrder directing that service of
summons be made on defendants by publication once a week for four (4) consecutive weeks in
the Independent Enterprise, a newspaper of general circulation in Payette County, Idaho, and the

publication most likely to give notice to defendants.

DATED this /7.0 day of May, 2011/W /?

Michael O. Roe
SUBSCRIBED AND SWORN to before me this |2 "‘b’day of May, 2011.

’ sosB0ay,

SALTES Jaime 1. Milles~

by g Notary Public for Idaho

Residing at _{bo (s& /J:J-)

My Commission Expires __5-A3 ~[ 2~

AFFIDAVIT OF MICHAEL O. ROE IN SUPPORT OF MOTION FOR
SERVICE BY PUBLICATION -3 Client:2042425.1

P. 003
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COUNTY OF PAYE

STATE OF IDAHO, §
58

being

LRI 5, e
O TDAHO, "IN AND FOR |

That__ he is the {L of

THE INDEPENDENT-ENTERPRISE, a weekly newspaper published
at Payette, In the County of Payette and State of Idaho; that said
paper has been and is in general circulation in the county
aforesaid, and in the viclnity of Payette; that the advertisement,

a copy of which is attached heretp, syas published in said
newspaper once a week foruﬁk‘;i'__&-ﬁ_consecuﬁve weeks in
the regular and entire {ssue of said paper during the period and
time of publication, and was published in the newspaper proper
and not a supplement; that said paper has been established and

regularly published for more than seventy-eight consecutive
weeks prior to the date of first publication of said advertisement.

uch notice was published in the issue beginning with

Vﬁ/}/{xf K , 20¢£, and ending with the issue of

STATE O IDAHO E

in the #der of LU/ { foefore e,
appeared2NLANL I AL NI N ¢
known or identified to me to Be the peffon whose naime
subscribed to.the within ln!SP ent, and beyhig by me first duly

=

sworn, declared that Atements Ahereln zte true, and
acknowledged to me thatthe-TXecuted thy e. /144 -
{ 7 7 L .

" Notar} Public for Afiaho

Residing at,

¥ -
My cornmission e.xpf%S: 7""‘/ “‘“/ /Q

STATEMERT

Independent-Enterprise

PAYETTE, IDAHO

Number of Lines ......, /OQ

/
Number of Insertions , .. .. _M_@‘ ..
[0l o 14 .. 120 %

‘/D.g/mleines@ti@f-g/g» éZ)
4387 SN2 3114

TOTAL COST
WILL BE ...
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INDEPENDENT ENTERPRISE - PAYETTE, IDAHO

Michael O, Roe, 18B No. 4490

Mindy M, Wilkman, IS8 No. 7085
MOFFATT, THOMAS, RARNELT, ROCK &
FIRIDS, CHARTERED

101 South Capitol Bowlevsxd, 10th Floor
Pose Offlae Box 829

Bolse, 1dnho 83701

‘mwSmoflutt.com
24816.0000
Attorneys for Plointtfis
IV THE DISTRICT COURT OF THE THIRD
JUDICIAL DISTRICT
OF THE STATE OF IDAHO. IN AND FOR
THE COUNTY OF PAYETTE
RANDALL €. KAUFFMAN ond THANA M.
BAUFFMAN. busband and wife,
Flatarifls.
Vi
. L. ANKENY; F. H. THURMER: AMY
UWALKER and LA.WALKER‘wlfﬂnndhus-
hand; W. J. MATTHEWS and LA E.
MATIHEWS oka Lula Matthews, husband
and wife: WILUAM G. REED and LILLIZ E.
REED, husband and wife, heirs of Lula K.
Matthews: MOUNIE OLSON and BLANCHE
‘OLSON. husbend snd wife; EDGAR L.
DAVIS and NELLIE M. DAVIS, husband and
wife; H. E. OWENS and PEARL E. OWENS.
husband and wife; R D. MAULE and
MARY W, MAULE, husband and wife;
N. D. MAULE and PAULINE MAULE. hus-
band ond wife; W. A. MAULE and ERMA L.
MAULS, husband and wife; RUTH MURPHY,
A Widow; MARGARET FAYNE, e single per.
o LEROY E. MAULE and DORTHEA
"MAULE. husband and wifs: FANNIE BAR-
TON and DELBERT BARTON, wifc and hwe-
Jbond; and DOES 1 through 10, tnclustve;
together with each of thetr respective heus,
and ors o interest.
2nd all other 7 persons or eatitles unknown
-clatming spy right, uﬂ:ormmstmthemnl
propecty deacribsd heretn,
Defendants.
Tase No,
SUMMONS
TO:  J. L. ANKENY: F. H. THURMER: AMY
1, WALRER and L. AL WALKER, wife and
usband: W. J, MATTHEWS and LULA E.
MATTHEWS aka Luia Matthews, husband
and wife; WILLIAM G. REED and LILLIE B.
RELD, hushand and wife, helrs of Luls B,
Matthews: MOUNIE OLSON and BLANCHE
WOLSON. husband and wife: EDCAR L.
DAVIS and NELLIE M. DAVIS, hushand and
wife; H. E. OWENS and PEARL E. OWENS.
husband and wife; R D, MAULE and MARY
W. MAULE, husband and wife: N, D. MAULE
snd PAULINE MAULE, husband and wife;
W. & MAULE and ERMA, L. MAULE, hus-
Jband and wilet RUTH MURPHY. & widow:
MARGARET PAYNE, a single person; LEROY
E. MAULE ¢t DORTHEA MAULE, hushand
‘and wife: FANNIE BARTON and DELEERT
BARTON, wife and husband: and DOES 1
fhrough 10, snclusive: togethex with ench of
thelr respective helrs, devisess, /ssigns snd
“Rcoessors in tnterest, and 31l othar porsons.
qr unknown ck any right title
or interest i the reel pmpeﬁy descried
herein, YOU ARE HEREEY NOTIFIED that
An order to defond (his Jawsuit, 20 agpeopsl-
ate writlen respouse must be Sed witly,

tod court within twenty (26)

AbOvo-desION
days alter service of this Swmumons on you.
Jyou fail to 86 r6epand, the Court may enter
Judgmaont against your a8 demanded by the
Plaintiflz in the Verified Compliint, A copy
#f the Verifiad Complotnt i5 served with this
Summons, if you wish to seek the advice of
ot representation by an attorney in thiis mat-
tex, you should do 50 promptly so that your
Swrttten esponse, I any, may be Sled 11 tme,
404 other tegal Ughts protected, An appro-
te Writtes response requires compliancs
wm.mg 10(}(1} and other Idabho Rules of
el Procedure, snd ahall also tnclude: The
ttle and number of this ¢ass, T your re«
waponse (& an Arswer to The Verified Com-
JPlRint, it must contain admissions or denials
of the acparate allegations of the Verifled
1Complalit and atier derenaca You maw
«clatm, Your sighatue, dailing ad
tckphune m:mbcr . of the signature, mamng

Her of your at-
oy, Prootofmwmg or delivery of 4 copy.
.,ofyom- to pluatils’ atlomey. as

& m ahgve: 'tséetmnmcwhdham
ﬁ xmaa With your response.
whove-nooxed Cotet.

DATEQ this d:\vofMuciL 2011
+CLERK OF THR COURT
By Demity Clerk

DATED thie

P o

FAX:5418692266

P. 005
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T FILED
i THIRD JUDICIAL DISTRICT COURT

Payette Gounty, fdaho

MAY 12 201

AM, ___ _py.

BETTY.J. DRESSEN

s (h.

, Deputy

IN THE DISTRICT COURT OF THE THIRD JUDICIAL DISTRICT

OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF PAYETTE

RANDALL C. KAUFFMAN and THANA M.
KAUFFMAN, husband and wife,

Plaintiffs,

VS§.

J.L. ANKENY; F. H. THURMER; AMY D.
WAILKER and L. A. WALKER, wife and
husband; W, J. MATTHEWS and LULA E.
MATTHEWS aka Lula Matthews, husband
and wife; WILLIAM G. REED and LIL.LIE E.
REED, husband and wife, heirs of Lula E.
Matthews; MOUNIE OLSON and BLANCHE
OLSON, husband and wife; EDGAR L.
DAVIS and NELLIE M. DAVIS, husband and
wife; H. E. QOWENS and PEARL E. OWENS,
husband and wife; R. D. MAULE and

MARY W. MAULE, husband and wife;

N. D. MAULE and PAULINE MAULE,
husband and wife; W. A. MAULE and

ERMA L. MAULE, husband and wife; RUTH
MURPHY, a widow; MARGARET PAYNE, a
single person; LEROY E. MAULE and
DORTHEA MAULE, hushand and wife;
FANNIE BARTON and DELBERT
BARTON, wife and husband; and DOES 1
through 10, inclusive; together with each of
their respective heirs, devisees, assigns and
successors in interest, and all other persons or
entities unknown claiming any right, title or
interest in the real property described herein,

Defendants.

ORDER FOR SERVICE BY PUBLICATION - 1

Case No. CV-2011-326

ORDER FOR SERVICE BY
PUBLICATION

Client:2042480,1
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WHEREAS, it appears from the Affidavit of Michael O. Roe and from the files of
this action to the satisfaction of this Clerk of this Court that the aforementioned defendants, after
due diligence, cannot be found within the state of Idaho because their present addresses are
unknown; and

WHEREAS, it further appears from the Verified Complaint to Quiet Title that a
cause of action exists against defendants, and that said defendants are proper and necessary
parties to this action;

NOW, THEREFORE, it is, on the motion of plaintiffs, ordered and directed that
service upon defendants be made by publication of a Suminons in the Independent Enterprise, a
newspaper of general circulation in Payette County, Idaho, and the publication most likely to
give notice to defendants, once a week for a period of four (4) consecutive weeks.

N g

DATED this Il day of May, 2011.

Susan B. Wiebe
District Judge

ORDER FOR SERVICE BY PUBLICATION - 2 Client:2042480.1



Exhibit C

Applicant’s Joint Operating Agreement



A.A.P.L. FORM 610 - 1989
MODEL FORM OPERATING AGREEMENT

OPERATING AGREEMENT

DATED

.the Elfective Date

' Svar

| OPERATOR AM IDAHO, LLC

CONTRACT AREA

COUNTY OR pARISHOE PAYETTE, GEM, CANYON . STATE OF
and WASHINGTON, IDAHQ: and

MALHEUR, OREGON

COPYRIGHT 1989 - ALL RIGHTS RESERVED
AMERICAN  ASSOCIATION OF PETROLEUM
LANDMEN, 4100 FOSSIL CREEK BLVD.
FORT WORTH, TEXAS, 76137, APPROVED FORM.

AAPL NO 6I0-1989



A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

v,

VL.

VIL

VIIL

TABLE OF CONTENTS
Tisls

DEFINITIONS
EXHIBITS ...

INTERESTS OF PARTIES .
A. OIL AND GAS INTERESTS:
B. INTERESTS OF PARTIES IN COSTS AND PRODUCTION: .

C. SUBSEQUENTLY CREATED INTERESTS:
TITLES ...
A. TITLE EXAMINATION: ..o
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R
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G-t
OPERATOR ... e
A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR: ........ooocvvveercerceiveriens
B. RESIGNATION OR REMOVAL OF OPERATOR AND SELECTION OF SUCCESSOR: .
1, Resignation or Removal of Operater....
2. Selection of Successor Operator....
3. Effect of Bankruptey ...
C. EMPLOYEES AND CONTRACTORS .
D. RIGHTS AND DUTIES OF OPERATOR: .
. Competitive Rates and Use of Affiliates..
. Discharge of Joint Account Obligations
. Protection from Liens.
. Custody of Funds ..
Access to Contract Area and Rccords .......
. Filing and Furnishing Governmental Reports..
. Drilling and Testmg Operattons
, Cost Estimates...
. Insurance...
DRILLING AND DEVELOP'\‘IEI\ !
A, INITIAL WELL:..
B. SUBSEQUENT OPERAT[ONS
. Proposed Operations ...
2 Operations by Less Than All Parties.
3. Stand-By Costs... [T
4. Deepening..........
5 S|detmck:ng ............

OO R —

7 Conl‘orrnity to Spacing Pattern..
8. Paying Wells............
C., COMPLETION OF WELLS: EWORK!NG AND PLUGGING BACK .
t. Completion.... e s
2. Rework, Rccomplete or Plug Back
D. OTHER OPERATIONS: ........coccocooe..
E. ABANDONMENT OF WELLS:
1. Abandonment of Dry Holes ...................
2. Abandonment of Wells That Have Produced
3. Abandonment of Non-Consent Operations
F. TERMINATION OF OPERATIONS: ..
G. TAKING PRODUCTION IN KIND:....
{Option 1) Gas Balancing Agreement....
EXPENDITURES AND LIABILITY OF PARTIES.
. LIABILITY OF PARTIES: .
. LIENS AND SECURITY INTERESTS
\l\\!\Ml‘CC —
DEFAULTS AND REMEDIES
. Suspension of Rights......
2. Suit for Damages........
3. Deemed Non-Consent
4, Advance Payment...........
5. Costs and Attormeys” Fees.....
E. RENTALS, SHUT-IN WELL PAYMENTS AND MlNiMUM ROYALTIES. .
Fo TAKES: oottt ittt et s s s s e et er
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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between __AM IRAM, [LC
hereinafler designated and referred to as "Op * and the signstory panty or partics other than Openior, sometimes
hereinafter referred to individually a3 "Non-Operator,” and collectively as “Non-Operators.”

WITNESSETH:

WHEREAS, the parties 1o this agreement are owners of Ol and Gas Leases andior 0il and Gas Interests in the land
ideniified in Exhibit "A," and the parties hereto have reached an agreement o explore and develop these Leases and'or Oil
afid Gas [nserests for the production of Oil and Gas to the extent and as hereinafier provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE L
DEFINITIONS

As used in thiy agreement, the following words and (erms shail have the meanings here ascribed to them:

A. The term “AFE* shall mesn an Autharity for Expenditure prepared by a panty to this agreement for the purpase of
estimaring the costs 1o be incurmed in conducting an operation hereunder. ol cins
———— 5 The T Complelion™ o "Complele™ SEall Mean i Sifgle 0p eFaion TAETed T SO B e et e hseemsbiO
and Gas in one or more Zoaes, including, but not llmned to, the setting of production casing, perforating, wcll surrul;uou
4nd‘ptoducuon testing conducted in such operation. | -minpletion” 3

C. The term "Contract Arca® shall mean all of the lands, Oil and Gas Leases and/or Qil and Gay Interests intended to be
developed and operated for Oil and Gas purposes under this agreement. Such lands, Oil and Gas lcases and Qil and Gas
[nterests are described in Exhibit"A"

D. The term "Decpen” lhl“ mean a single operation whereby a well is drilled to an ob;echve Zone below the deepest

E. The terms "Drilling Party" and "Consenting Party” shall mean a party who agrees to join in and pay its share of the

cost of any operati ducted under the provisions of this ayl

F. The term "Diiling Unit”™ shall mean the ares fixed for the drifling of one well by order or rule of any state or federal
body having awhority. [f a Dritling Unit is not fixed by any such nie or order, a Drilling Unit shall be the drilling unit as
esublished by the panem of drilling in the Contracs Ares unless fixed by express agreement of the Driiling Parties.

G, The term "Drillsite” shall meen the Oi) and Gas Lease or Oil and Gas Inserest on which & proposed well is to be
tocated,

H. The term "Initial Well” shall mean the wetl required to be drilled by the parties hereto as provided in Article VLA

1. The term "Non-Consent Well” shall mean & wedl in which less than all partics have conducted an operaton as
provided in Aricle VILB.2,

J. The terms "Non-Drilling Party" and “Non-Consenting Party” shall mean a party who elects not 1o paricipate in a

proposed operstion.

K. The term "0il and Gas" shall mean oil, yas, casinghead gas, gas d and/or all other liquid or gaseous
hydrocarbons and other marketable substances produced therewith, unless an intemt to limit the inclusiveness of this term is
specifically stared.

— L, The térm "Oil and Gas Interests” or “Interests” shall mean unleased fee and mineral interests in Oil and Gas in tracts

of |and lying within the Contract Area which are owned by parties to this agreement.

. M The tvrms "Qil md Gas Lease,” “Leu e" and 'Leasehnld" sha.l] r:\ean_
MT [T 1 4.

covening tracts of land lying within the Cun!m:l Area which are owned by the parties 1o this agreement.
N. The term "Plug Back” shall mean a single operation whereby a deeper Zone iy abandoned in order to aitempt a

Comgletion in a shallower Zone.

Q. The term “Recompletion™ or "Recomplete” shall mean an operation whereby a Completion in ore Zone &3 abandoned
in order to attempt a Completion in a different Zone within the existing weilbore.

P, The term "Rework” shall mean an operation conducted in the wellbore of a well after it is Completed to secure,
restore, or improve production in & Zone which is cumently open to production in the wellbore. Such operations include, but
are not limited 1o, well stimulstion operstions but exclude any routine repair or matntenance work or dritling, Sidetracking,
Detpening, Completing, Recompleting, or Plugging Back of a well.

Q. The term “Sidetrack” shall mean the directional contrel and intentionsl deviation of s well from vertical 50 as 1o
change the bottom hole location unless done to :tmghu:n the hole or drll zround junk in the hole to overcome other
mechanicat difficulties, F . X hifizenia) wellbare

R. The term “Zone” shall mean a stratum of earth containing or thought to contain a common accumulation of Cit and
Gas swpanutcly produciblo from aay other common accumulation of Qil and Gas.

Unless the context otherwise clearly indicates. words used in the singular include the plural, the word "person” includes
natural and artificial persons, the plurat includes the singular, and any gender includes the masculine, feminine, and neuter.

ARTICLE 1L
EXHIBITS

The following exhibits, as indicated betow and hed hereto, are incorporated in and made s pan hereof:

% A Exhibit "A," shall include the followirg information:
{1} Description of lands subject to this agreement,
12) Reswictions, if any, s to depths, formations, of substances,

{3) Parties 10 ayr with add and teleph bers for notice purposes,
(4P ges or fractional § of parties to this agreement,

(5) Oil and Gas Leases and/or Oil and Gas Interests subject to this agreement,

{6) Burdens on production,

X B ExhBEB,” Fotmoi-beess_Ropurting Requirgments
A €. Exhibit °C,* Accounting Procedure.
D. Exhibit "D," Insurance.
s__. E. Exhibit "E." Gas Balancing Agreement,
X F. ExmBTF,” Non-Discrimination and Centification of Non-Segregated Facilities.

1.
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i G. Exhibit "G,” Favhosnership Memorandum of Operatiog Agreenent and Fipanging Statement.
Wy !
ENDOQEPAGEL
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If any provision of any exhibit, except Exhibits “E,"_and "F'-mé-2G." is inconsistent with any provision contained in
1he body of this agreement, the provisiona in the body of this agreement shall prevail. :
ARTICLE IIL
INTERESTS OF PARTIES
A. il and Gas Interests:

Wm shall be tested for all purposes of this
Jgreeément and dunng the fenm hereol as if if weig cover TR orm of Uil and Gas Lease hed-hiny Bhtit=H=
and the owner thereof shall be deemed 10 own both royalry interest in such leass and the interest of the lessee thereunder.

B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and lishilities incurred in operations under this agreement shail be bome
and paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their
interests are set forth in Exhibit "A." In the same manner, the parties shall alse own all production of Qit and Gas from the
Contract Area subject, however, 1o the payment of royalties and other burdens on production as described hereafter.

Regardless of which party has comributed any il end Gas Lease or Oil and Gas lnterest on which royalty or other
burdens may be payable and except as otherwise expressiy provided in this sgreement, esch party shall pay or deliver, or
cause to be paid or delivered, all burdens on its share of the production from the Contract Area up to, bur not in excess of,
Durdens on production as get oul jin Exbibit A" and shall indemnify, defend and hold the other parties free from any liability therefor.
Except as otherwise expressly peovided in this agreement, if any party has contrituited hereto any Lease or Interest which is
burdened with any royalty, ovemiding royalty, production payment or other burden on production in excess of the amounts
stiputated above, such party so burdened shall assume and alone besr i) such gxcess obligaticns and shall indemnify, defend
and hold the other parties hereto harmless from any and all claims attributable to such excess burden. However, so long as
the Drilling Unit for the productive Zonets) is identical with the Contract Area, each party shall pay or deliver, or cause 10
be paid or delivered, all burdens on production from the Contract Area due under the terms of the Qil and Gas Lease(s)
which such party has contriibuted to this ayreement, and shall indemnify, defend and hold the other parties free from any
liabidity therefor,

No party shall ever be responsible, on a price basis higher than the price received by such party, to any other party's
lessor or royalty owrer, and if such cther panty's lessoc or rovalty owner shoutd demand and receive settlement on & higher
price basis, the party contributing the affected Lease shall bear the additional royalty burden attributable to such higher price.

Nothing contained in this Article 1ILB. shall be deemed an assignment or cross-assignment of interests covered hereby,
and in the event two or mors parties contribute to this agreement jointly owned Leases, the parties' undivided interests in

said L holds shall be d d sep leasehold i for the purposes of this ayreement.
C. Subsequently Created [nterests:
if any party has contributed hereto s Lease or Interest that is burdened with an assign of production given as security

for the payment of money, or if, after the date of this agreement, any party creates an overriding royalty, production
payment, net profits interest, assignment of production or other burden payabls out of prod attr ble to ity working
interest hereunder, such burden shall be deemed & "Subsequendy Created Interest.”  Further, if any pary hay contributed
hereto 2 Lease or Iaterest burdened with &n iding royalty, production payment, net profita interests, or other burden
payable out of production created prior o the date of this agreement, £nd wach burden is oot shown on Exhibit "A,” such
burden also shall be deemed & Subsequertly Cremted Interest 1o the extent such burden causes the burdens on such party’s
Lease or Interest to exceed the amount stipulated in Article [11.B. above.

The party whose interest is burdened with the Subsequently Created Interest (the "Burdened Parry™) shall assume and
alone bear, pay and discharge the Subsequently Created Interest and shall indemnify, defend and hold harmless the other
pantics from and agsinst any lisbility therefor.  Fusther, if the Burdened Party fails 1o pay, whea due, its share of expenses
chargeable hereunder, all provisiona of Article VILB. shall be enforceable sgainst the Subsequently Created Interest in the
same menner as they are enforcesble against the working imterest of the Burdened Pary. If the Burdened Party is required
under this agreement to assign or relinquish 1o any other party, or parties, all or & pomion of its working interest and/ar the
production attributable thereto, said other party, or parties, shall receive said assignment andor production free and clear of
said Subsequently Created Interest, and the Burdened Panty shall indemnify, defend and hold harmless said other party, or
parties, from any and all claims and demands for payment asserted by ownery of the Subsequently Created Interest

ARTICLE IV,
TITLES

A. Title Ezamination:

Title examination shall be made on the Drillsite of any proposed well prior to of drilling operations and,
if a majority in interest of the Drilling Parties so request or Operator so elects, tile examination shall be made on the entire
Drilling Unit, or maximum anticipated Drilling Unit, of the well.  The cpinion will include the ownership of the working
interest, minerals, royalty, overriding royalty and production payments under the applicable Leases.  Each party conmibuting
Leases and/or Oil and Gas [nterests io be included in the Drillsite or Drilling Unit, if appropriste, shall furnish to Operator
all abstracts (including federal lease status reports), title opinions, title papers and curative material in its possession free of
charge. Al such information not in the possession of or made svailsble to Operator by the parties, but necessary for the
examination of the title, shall be obtained by Operator. Operator shall cause tide to be examined by attorneys on its saff or
by outside attormeys. Copies of all title opinions shall be fumished to each Drilling Pmy Costs incurred by Operator in
procuring abstracts, fees paid outside attorneys for lide ination (including preli Y. suppl I, shut-in royalty
opinions aad division order title opinions) and other direct charges as provided in Exhibit "C" shall be bome by the Drilling
Partiex in the proportion thai the interest of esch Diilling Party bears to the total interest of all Drilling Padies as such
interests appear in Exhibit "A."  Operator shall make no charge for services rendered by its staff attomeys or other personne|

in the performance of the above functions.
e 15 byst eftor

T Eedhepae-Openafoc s secunng curative metter and pocling amendments or agreements required in
connection with Leases or Oil and G-as Interests contributed by M—Mpmy Operator shall be responsible for the preparation
and recording of pooling desiynati or declamti and agr as well as the conduct of hearings

before governmental agencies for the securing of spacing or pecling orders or any other order necessary of appropriate to
the conduct of operations hereunder. This shall not prevent any party from sppearing oo its own behalf st such hearings.
Costs incumed by Operator, including fees paid to outside amomeys, which are tsiocisted with hearings before governmenta
agencies, and which costs sme necessary and proper for the activities contemplated under this agreement, shall be direct
charges ta the joint account and shall not be covered by the administrative overhead charges as provided in Exhibit "C."

.2
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Operatar shall make no charge for services rendered by its staff attomeys or other personnel in the performance of the above
fanctions,

No well shall be drilled om the Contract Area uneil after HH—thetitlabaibin Prlbiis Pillingtar—it—uppropaaie—t
e e e g —_ Ihe DIE DA3 DOCA APPrOved Tr—the—ceisnining mtrtithe-hewbeen—ind accepted by
et the Qperator BeHivgRarioriainchvwell.

B. Loss or Fallure of Title:
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ARTICLEY,
OPERATOR
A. Designation and Responsibilities of Operator:

ASUIDAUGDLLE shall be the Openator of the Contract Aren, and shall conduct
and direct and have full control of all operations on the Contract Area as permitted and requited by, and within the fimits of
this agreement. In ity performance of services hereunder for the Non-Operstors, Operator shall be an independent contractor
not subject o the control or direction of the Non-Operators except as fo the type of operation to be undertaken in accordance
with the election procedures conuined in this agreement. Operator shall not be deemed, or hold itself out 13, the agent of the
Non-Qperators with authority 10 bind them to any obligation or lisbility assumed or incurred by Operator as to any third
party.  Operwior shall conduct its acdvities under this ag LN, ble prudent of in a good and workmantike
manner, with due diligence and dispatch, in accordance with good oilfield practice, and in complitnce with epplicable law and
regulztion, but in no event shall it have any biability as Operator to the other parties for lowses sustzined or liabilities incumed
except such as may result from gross negligence or willfid misconduct.

B. Resigoation or Removal of Operator and Selection of Successor:

1. Resignation or Removal of Opemtor, Operator may resign at any time by giving written notice thereof 10 Non-Operators.
If Operatar terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of
serving as Openator. Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of &
successor.  Operator may be removed only for good cause by the affirmative vote of Non-Operators owning a majority interest
based on ownenhip as shown on Exhibit "A" remaining after excluding the voting interest of Operator; such vote shall not be
deemed sifective until a wriien notice has been delivered to the Operator by a Non-Operator detailing the alleged default and
Operator has failed to cure the defsult within thirty [39) days from ;1, receipt of [h% 'i or, i tih e‘fu_ul concems an
Uperalion Then basg conqucted, wilhin Torty—igel (381 hours __5 iy recetpi of 1§e no%ge. l\!nr pUrposes Iimoi "gé%\armi“‘{m
mean not only gross negligence or willful misconduct but also the material breach of or inability to meet the standards of
operation contained in Antcle ¥.A. or material failure or ingbility 1o perform its obligations under this agr

Subject to Article VIID.1., such resignaiion or removal shall not become effective until 7.00 o'clock A.M. on the first
day of the catesdar month following the expimdon of ninety (90) days after the giving of notice of resignation by Openttor
of action by the Non-Operatory to remave Operator, unless a Op has been selected and the duties of
Operator at an earlier date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a
Non-Operator, A change of a corporate name or structure of Operator or transfer of Operstors interest 1o any single
subsidiary, parent or successor corporation shall not be the basis for removal of Operstor,

2. Selection of Successor Operator; Upon the resignation or removal of Operator under any provision of this agreement, 2
successor Operator shall be selected by the paries, The successor Operator shall be selected from she parties owning an
interest in the Contract Area at the time such successor Opermtor is selected  The Op shall be selected by the
affirmative vote of two (2) or more parties owning a majority interest based on ownership as shown on Exhibit "A";
provided, however, if an Operator which has been removed or is deemed 10 have resigned fails to vote or votes only o
succeed itself, the successor Operstor shall be selected by the afficmative vote of the pamy of pacties owning & majority
interest based on Owmership s shown on Exhibit “A" remaining after excluding the voting interest of the Operator thar was
removed o resigned.  The former Opentor shall promptly deliver 1o the successor Operator afl records and data relating to
the operarions conducted by the former Operator 1o the extemt such records and dara azre not already in the possession of the
successor operator.  Any cost of obtaining or copying the former Operstor's records and data shell be charged to the joint
account.

3, Effcct of Banknuptcy: If Operator becomes insolvent, bankrupt or is placed in receivership, it shall be deemed to have
resigned without any action by Non-Operators, except the selection of a successor. If & petition for relief under the federal
bankruptcy laws is filed by or against Operator, and the removel of Operator is prevented by the federal bankruptcy coun, all
Non-Operstors and Operstor shall comprise an interim openating committee to serve until Operator hay clected 10 reject o
assume this agreement pursuant to the Bankruptcy Coda, and an election to reject this agreement by Operator as a debtor in
possession, of by & trustee in bankruptcy, shall be deemed & resignation as Cperstor without any action by Nom-Openators,
except the selection of a successor, During the period of time the operating committee controls operations, all actions shalt
require the approval of two (2) or more partics owning & majority interest based on ownership a4 shown on Exhibit A" In
the event there are only two (2) parties to this sgreement, during the period of time¢ the opemiing commitiee controls
operations, a third pany ascceptable to Operstor, Non-Operstor and the federai bankruptcy coun shail be selected 23 a
member of the operating committes, and all actions shall requim the spproval of two (2) members of the opersting
committee without regard for theiz interest in the Contract Aren based on Exhibit *A."

C. Employess and Contructors:

The number of emplayees or contrectors used by Operator in conducting operations hereunder, their selection, and the
hours of labor and the compensation for services performed shall be determined by Operator, and all such employees or
contractors shall be the employees or contractors of Operator,

D. Rights and Duties of Operator:

1, mmmm_mruu_ﬂ;%m All weily drilled on the Contract Area shall be drilled on a competitive
- s Compardblg equiomen) an qugug . . .
Contrect basis ai he™us rales prévahing in the ares.’ 1 esires, Opemtor may employ its own tooly and equipment in

the dritling of wells, but its charges cherefor shall not exceed the prevailing rates in the area and the mic of such charges
shall be agreed upon by the parties in writing before drlling operations are commenced, and such work shal) be performed by
Operator under the same terms and conditions a3 are customary and usual in che area in contracts of independemt contractors
who are doing work of a similar nature. All weork performed or materials supplied by affiliawes or related parties of Opertor
shatl be performed or supplied at petitive rates, fo wrinen sgreement, and in accordance with customs and
standards prevailing in the industry.

2. Discharge of Joint Account Qbligations, Except as herein otherwise specifically provided, Operator shall promptly pay
and discharge expenses incurred in the development and operation of the Conmact Area pursuant to this agreement and shall
charge each of the parties hereto with their respective proportionate shares upon the expense basis provided in Exhibhi "C."
Operator shall keep an accurste record of the joint account hereunder, showing expenses incurred and charges and credits

made and received.

3, Protection from Lieny: Operator shall pay, or cause to be paid, as and when they become due and payable, all accounts
of conmtractors wnd suppliers and wages and salaries for services rendered or performed, and for materials supplied on, to o in
respest of the Contract Area or any operations for the joint account thereof, and shall keep the Contract Arca free from

.4-
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liens and encumbrances resulting therefrom except for those resulting from a bona fide dispute as o services rendersd or

materials supplied.
4. Custodv of Fundy. Operator shall hold for the account of the Non-Operators any funds of the Non-Operators advanced
or paid to the Opermor, cither for the conduct of operutions h der or ay & result of the sale of production from the

Contract Ares, and such funds shall remein the funds of the Non-Operators on whose account they are advanced or paid undl
used for their intended purpose or otherwise delivered 1o the Non-Operators or applied toward the payment of debts as
provided in Article VILB. Nothing in this parsgraph shall be construed o establish a fiduciary relationship between Operstor
and Non-Operators for any purpose other than to account for Non-Operator funds as herein specifically provided. Nothing in
this paragraph shatl require the maintenance by Operator of separate accounts for the funds of Non-Operators unless the
parties otherwise specifically agree.

5. Accesa to Contract Area and Records: Operator shall, except #s otherwise provided herein, permit each Non-Operator
or its duly suthoeized representative, at the Non-Gperator's sole risk and cost, full and free sccess at ali reasonable times 1o
ali operations of every kind-and character being conducted for the joint sccount on the Contract Area and to the records of
operations conducted thereon or production therefrom, including Operstor's books and records reiating thereto.  Such access
rights shalt not be exercised in a manner interfering with Operator's conduct of an operation hereunder and shall not obligate
QOperator to fumish any geologic or geophysical data of an interpretive nature uniess the cost of preparation of such
imempretive dats was charged to the joint account. Opermtor will fumish to each Non-Operator upon request copies of any
and all reports and information obtained by Operator in connection with proguction and related items, including, without
limitaticn, meter and chart reports, production purchaser statements, run tickets and menthly gauge reports, but excluding
purchase contracts and pricing information to the extent not applicable to the production of the Nom-Opemtor secking the
informstion.  Any audit of Operstors records relating to amounts expended and the appropriateness of such expenditures
shall be cenducted in accordance with the audit protocol specified in Exhibit *C."

6. Eiling and Furnishing Govemnmemal Reports: Operstor will file, and upon written request promptly fumish copies to
each requesting NonOperator not in default of its paymenmt obligations, a2li operational notices, reports o applications
required 10 be filed by local, State, Federal or Indian ag or suthorities having jurisdicticn over op hy d
Esch Noun-Operator shall provide to Opemtor on a timely basis all information necessary to Operator to make such filings.

7. Drlling and Testing Qperations: The following provisions shall apply to each well drilled hereunder, including but not
fimited to the [aitial Well:

(a) Operutor will promptly advise Non-Operators of the date on which the well is spudded, or the date on which
drilling operations are commenced.

{b) Operator will send to Non-Op&ummch reports, test resulis and notices regarding the progress of operations on the well
13 the Non-Op s shall bly request, including, but not limited to, daily drilling reports, completion reports, and well logs.

{c) Operator shall adequately test all Zones encountered which mey reasonably be expecied to be capable of producing
Oil and Gas in paying quantitics as a result of examination of the electric log or any other logs or cores or tests conducted

hereunder.

8. Cost Estimates; Upon request of any Consenting Party, Qperator shall fumish estimates of current and cumulative costs
incurred for the joimt account at reasonable intervals during the conduct of any operition pursuant to this agreement.
Operator shall not be held liable for errors in such estimates so long as the estimates are made in good faith,

9. lnsurance; At all times while operations are conducted hercunder, Operator shall comply with the workers
compensation law of the suste where the operations are being conducted; provided, however, that Operator may be 2 self-
insurer for liability under said compensation laws in which event the only charge that shall be made to the joint account shall
be as provided in Exhibit "C." Operaor shall also camy or provide insurance for the benefit of the joint account of the parties
a4 outlined in Exhibit "D* amached hereto and made a part hereof Operator shall require all contraciors engaged in work on
or for the Coairgct Area to comply with the workers compensation law of the state where the operations are being conducted
&nd to maintain such other insurance zs Operator may require.

In the event bile liability i is specified in said Exhibil "D." or subsequently receives the approval of the
parties, no dircct ‘charge shall be made by Opermtor for premiums paid for such insurance for Operator's automotive
equipment.

ARTICLE VL
DRILLING AND DEVELOPMENT
A Initial Well:
Onerbeoraihe doyk Cperasor-shalk ihe deishiag-ofthe dnitial
in k£ jon Aures Apf ‘
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B. Subuqnent Optrldons.

. Proposed Opemtiony; If any party hereto should desire (o drill any well on the Contract Area other than the (nitial Well, or
if any party should desire to Rework, Sidetrack, Deepen, Recomplete or Plug Back a dry hole or a well no longer capsble of
producing in paying quantities in which such party has not otherwise relinquished its interest in the proposed objective Zoae under
this agreement, the party desiring to drill, Rework, Sidetrack, Deepen, Recompiete or Plug Back such & well shall give written
notice of the proposed operation to the panies who have not otherwise relinquished their interest in such ocbjective Zone
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under this agreement and 0 ali other parties in the case of » proposal for Sidetracking or Deepening, specifying the waork to be
performed, the location, proposed depth, objective Zone and the estimated cost of the operation, The parties to whom such a
notice is delivered shall have thirty (30) days after receipt of the notice within which to notify the purty proposing 10 do the work
whether they elect to panicipate in the cost of the proposed operation. [f a drilling rig is on location, notice of a propesal to
Rewark, Sidetrack, Recomplete, Plug Back or Deepen my b ?ven by telephone and the response period shall be limited to fomy-

EIRL (38T Ticurs, exehrvericlislvg Of Safirday, Sonday an holidays. Failure of a party to whom such notice is delivered to reply
within the period bove fixed shall consiitute an election by thal party not to pumcxpate in the cost of the proposed operation.
At Propomb g pestinty oot i—operat Hivting—with—the—operstion—nitiate—prapesed—hith—he-delivered—te—H—paries

If all parties to whom such notice is delivered elect to participate in such 4 proposed operation, the parties shall be
conmacrually committed to participate therein provided such operations tre commenced within the time period hereafter set
fort, and Opermtor shalt, no later than ninety (90) days after expiration of the notice period of thirty (30) days (or as
promptly &s practicable after the expiration of the forty-cight (48) hour period when a drilling rig is on locaton, ay the case
mey be), actually commence the proposed cperation and thereafler complete it with due diligence ar the risk and expense of
the parties participating therein; provided, however, said commencement date may be extended upon wrigen notice of same
by Operator to the other parties, for a period of up to thirty (30) additiona] days if, in the sole opinion of Qpemior, such
additionsl time is reasonably necessary to obumin permits from govemmental authorities, surfsce right (including rights-ofe
way) of appropriste dnlling equipment, or 10 complete Lde examinstion or curative mattet required for tile approval or
acceptance.  If the actual operttion has not been commented within the time provided (including any extension thereof as
spetifically permoitted herein or in the force majeure provisions of Article XI) and if any party hereto still desires 10 conduct
said operttion, wrilten notice proposing same mugt be resubmitted to the other parties in sccordance herewith as if no prior
proposal had been made  Those parties that did not participate in the drilling of a well for which a proposal to Deepen or
Siderrack is made hereunder shall, if such pamies desire to participate in the proposed Deepening or Sidetracking operation,
reimburse the Drilling Pamies in accordance with Article YLB.4. in the event of 4 Deepening operation and in accordance
with Article VI.B 5. in the event of a Sidetracking operation.

2. Operations by Less Than All Partjes;

(o) Determination of Pamicipation, [f any party to whom such notice is delivered as provided in Article VIB.L, or
VIC.I. (Option No. 2} elects not to pemicipate in the proposed operttion, then, in order to be entitied to the benefits of this
Article, the party or parties piving the notice and such other partics as shall elect to pamicipate in the operation shall, no
later than minety (90} days after the expiration of the notice period of thirty {30) days (or as promptly as practicable after the
expiration of the forty-eight (48) hour pericd when s drilling rig is on location, as the case may be) actually commence the
proposed opersiion tnd complete it with due diligence.  Operator shall perform all work for the account of the Consenting
Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is a Non-Consenting Parry,
the Consenting Parties shall either: (i) request Operator t0 perform the work required by such proposed opemation for the
account of the Coasenting Parties, or (ii) designate one of the Consenting Peartics as Operstor to perform such wotk. The
rights end duties granted to and imposed upon the Opemtor under this agreement are granied to and imposed upon the party
designated ay Qperstoe for an operation in which the original Operstor is & Non-C ing Party, C ing Partics, when
conducting operations on the Contract Area pursuant to this Anicle VIB.2, shalt comply with sll terms and conditions of this
agreement,

If less than all parties approve any proposed operation, the proposing party, i

™

i ly after the expiration of the
applicable notice pericd, shall advise all Paries of the total interest of the parties #pproving such operation and its
T dation as 10 whether the C ing Parties should pm(ﬁed with the operstion as proposed. Each Consenting Party.
willin Tomy—€ ) v& of Sa Y. Sunday, and ;. idays) after delivery of such notice, shall advise the
proposing party of ity desire to {i) fimit pamicipation 10 suth party’s interest a3 shown on Exhibit "A* or (i) carry only its
proporti part (d ined by dividing such party's interest in the Contract Ares by the interests of all Consenting Parties in
the Contract Area) of Non-Consenting Pacties’ interests, or (iii) camy its proportionate part (determined as provided in (ii}) of
Non-C ing Parties’ her with all or a porion of its propotionate part of any Non-Comsenting Parties’
interests thas any Consenting Party did not clect to take. Any interest of Non-Consenting Parmies thet is not carmied by 2
Comsenting Party shall be deemed to be carried by the party proposing the operation if such pary does not withdmw its
proposal.  Failure to advise the proposing party within the time roquif:nd _fhdl be deemed an clection under (i} In the event a

drtling rig iS on localion, fiotice may be given by Teléphone, ¥ 7d the time permitted for such a response shall not exceed a
ot oY Tory-cight [¢ ours (& e VB Y. Sunddy mdimfghdidlys). Thke proposing party, at it election, may

withdraw such proposal if there is less than 100% participation and shall noiify all parties of such decision within ten (10)
days, or within twenty-four {24} hours if a drilling ng is on location, followmg expiration of the applicable response period.
If 160% subscription to the proposed opemation is ob d, the proposing party shall promptly notify the Consenting Parties
of their proportinate interests in the operation and the party serving ss Operator shall commence such operstion within the
period provided in Acticle VI B 1| subject 1o the same extension right as provided therein.

(b} Relinguishment of Interent for Non-Pamicipation, The entire cost and risk of conducting such operations shall be
bome by the Consenting Parties in the proportions they have elected 10 bear same under the terms of the preceding
paregraph.  Consenting Patties shall keep the leasehold estates involved in such operations free and clear of all liens and
encumbrances of every kind created by or arising from the operstions of the Consenting Parties. If such an operation results
in a dry hole, then subject 10 Avtielesd-B-6—and Article VILE.J, the Consenting Parties shall plug and abandon the well and restore
the surface location a1 their sole cost, risk and expense; provided, h , that those Non-Consenting Parties that
patticipated in the drilling, Deepening or Sidetracking of the well shall remain liable for, and shall pay, their proporionats
shares of the cost of plugging &nd abandoning the well and restoring the surface location insofar only as thase costs were not
increased by the subsequent operations of the Consenting Partes. If any well drlled, Reworked, Sidetracked, Deepened,
Recompleted or Plugged Back under the provisions of this Article results in a well capable of producing Oil and/or Gas in
paying quantiies, the Consemting Panies shall Complete and equip the well to produce m their sole cost and risk, and the
well shall then be tumed over to Operator (if the Operator did not conduct the operation} and shall be operated by it at the
expense and for the sccount of the Consenting Parties.  Upon of operati for the driiling, Reworking,
Sideracking, Recompleting, Deepening or Plugging Back of any such well by Consenting Parties in accordance with the
provisions of this Article, each Mon-Consenting Pary shall be deemed to have relinquished 10 Consenting Pasties, and the
Consenting Parties shall own and be entitled 10 receive, in proportion to their respective interests, all of such Non-
Consenting Party's intenest in the weil and share of production therefrom or, in the <ase of a Reworking, Sidetmcking,
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Deepening, Recompleting or Plugging Back, or a Completion pursuant to Anicle VIC.t. Option No. 2. all of such Nou-
Consenting Party's interest in the production obtained from the operation in which the Non-Consenting Pary did not elect
10 panticipate.  Such relinquishment shall be ‘effective until the proceeds of the sale of such share, caltulated &1 the well, or
market value thereof if such share is not sold (after deducting applicable ad valorem, production, severance, and éxcise taxes,
rayalty, overriding royalty and other interests not excepted by Article {i[.C. payable out of or measured by the production
from such well accruing with respect to such interest until it reverts), shall equal the total of the following:

(i)_15np__ % of each such Non-Consenting Party's share of the cost of any newly ecquired surface equipment
beyond the wellhead connections (including bus not limited to stock tanks, scparsiors, treaters, pumping equipment and
piping), ptus 100% of cach such Non-Consenting Party's share of the cost of operation of the well commencing with first
production and continuing untl each such Non-C ing Party's relinquished interest shall revert to it under other
provisions of this Aricle, it being agreed that each Non-Coosenting Party's share of such costs and equipment will be that
interest which would have been chargeable to such Non-Consenting Party had it participated in the well from the beginming
of the operations: and

(iiy_3500 __% of (a) that portion of the costs and expenses of drilling, Reworking, Sidetncking, Deepening,
Plugging Back, testing, Completing, and Recompleting, after deducting any cash Abuti received under Artcle VIILC.,
and of (b) that portion of the cost of newly acquired equipment in the well {to and including the wellhead connections),
which would have been chargeable to such Nm\-Cuns:nnng Party if it had participated therein.
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{c) Reworking, Recompleting _or Plygging Back, An election not to participate in the drilling, Sidetmcking or
Deepening of s well shall be deemed an election not to participate in any Reworking or Fluyging Back operation proposed in
such o well, or portion thereof, to which the initial non-consent election applied tha is conducted mt any tfime prior 1o full |
recovery by the Consenting Paries of the Non-Consenting Pamy's recoupment amount  Similafy, &n election not to
participate in the Completing or Recompleting of & well shall be deemed an election not to participate in any Reworking
operation proposed inm such s welk, or portion thereof, to which the iritial non-consem clection spplied thar is conducted at
any time prior to full recavery by the Consenting Ptrties of the Non-C ing Party's p amount. Any such
Reworking, Recompleting or Plugging Back operstion conducted during the recoupment period shall be deemed part of the
cost of operation of said well and there shall be added to the sums to be recouped by the Consenting Partes __ 5000 __ % of
that portion of the costs of the Rewarking, Recompleting or Plugging Back operation which would have been chargeable 10
such MNon-Consenting Party had it panicipated therein.  If such a Reworking, Recompleting or Plugging Back operstion is
proposed during such recoupment period, the provisions of this Article VI.B. shall be applicable as between said Consenting
Parties in said well. s

(d)y Regowprtent Matters, Duwring the period of time Consenting Paries are entided to receive Noa-Consenting Party’s
share of production, or the p ds therefrom, Consenting Panies shall be responsible for the pay of all ad valorem, -
production, severance, excise, jgathering and other taxes, and all royalty, overmiding royalty and other burdens applicable to
Non-Consenting Party’s share of production not excepted by Article I11.C.

In the case of any Reworking, Sidetracking, Plugging Back, R pleting or Deepening operation, the C ing
Parties shall be permitied 1o use, frec of cost, all casing, tubing and cther equipment in the well, but the ownership of all
such equipment shall remain unchanged; and upon abandonment of s well after such Reworking, Sidetracking, Plugging Back,
Recompleting or Deepening, the Consenting Parties shall account for all such equipment to the owners thereof, with each
party receiving its proportionate pert in kind or in value, less cast of salvage.

Within ninety (90) days aiter the completion of any operation under this Anicle, the party conducting the operations
for the Consenting Parties shall fumish each Non-Consenting Pamy with an inventory of the equipment in and d to
the well, and an itemized statement of the cost of drlling, Sidetracking, Deepenming, Plugging Back, testing, Completing,
Recompleting, and equipping the well for production; or, at i1s option, the opersting party, in lieu of an itemized statement
of such costs of operation, may submit a detailed statement of monthly billings. Each month thereafter, during the time the
Consenting Panties ara being reimbursed a8 provided above, the pary ducting the operati for the C ing Parties
shall fumnish the Non-Consenting Parties with an itemized sutement of all costs and liabilities incurred in the operation of
the well, fogether with a of the quantity of Qil and Gas produced from i1 and the amoum of procesds reatized from
the sale of the well's working imerest production during the preceding month. [n detenmining the quantity of Oil and Gas
produced during any month, Consenting Parties shall use industry accepted methods such as but not limited to metering or
periodic well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with
any such operation which would have been owned by & Non-Consenting Party had it pmlqpned therein shall be credited

against (he total unreturned costs of the work done and of the equip purchased in 4 ing when the interest of such
Non-Consenting Party shall revert to it as sbove provided: and if there is a credit balance, it shall be paid to such Non-
Consenting Pary,

If #nd when the Consenting Parties cecover from a Non-Ce ing Party's relinquished interest the smounts provided

for above, the relinquished interests of such Non-Consenting Party shall automatically revert to it as of 7:00 am, on the day
following the day on which such recoupmenmt occurs, sad, from and after such reversion, such Non-Consenting Pamy shall
own the same interest in such well, the material and equipment in or peraining thereto, and the production therefrom as
such Non-Consenting Party would have been entitted to had it participated in the drilling, Sidetracking, Reworking,
Deepening, Recompleting or Plugging Back of said well. Thereafter, such Non-Consenting Party shall be charged with and
shall pay its proportionate part of the further cosus of the operation of said well in accordance with the terms of this
agreement and Exhibit "C" artached hereto.

3. Stand-By Costs: When a well which has been drilled or Deepened has hed its authonized depih and all tests have
been compteted and the results thercof fumished to the perties, or when operations on the well have been otherwize
termingted pursuamt to Anicle VLF., stand-by costs incurred pending response to a party's notice proposing s Reworking,
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Sidetracking, Deepening, R pleting, Plugging Back or Compieting operation in such 2 well (including the period required
under Article VIB.6. (o resolve -competing proposaly) shall be charged and borme 23 part of the drilling or Deepening
operation just completed. Stand-by costs subsequent to all parties responding, or expirstion of the resp time permitted,
whichever first occurs, and pricr to agr #s 10 the participating i of all C ing Paries p to the terms
of the second gremmatical peragraph of Article VIB2 (4), shall be charged 10 and bome as part of the proposed operstion,
but if the proposal is subsequently withdrawn because’ of insufficient participation, such stand-by costs shall be allocated
benveen the Consenting Parties in the proportion each Consenting Party's interest as shown on Exhibit "A" bears w0 the rotal
interest ay shown on Exhibit A" of all Consenting Parties. .
T In The event (hal nofice Tor 4 Sidciracking o 3 on is .gwm while The drilling rig to be utilized is on location, any party
may request and receive up to five (5) additional days after expiration of the forty-eight hour respoase period specified in
Article VIB.I. within which to respond by paying for all stand-by costs and other costs incurred during such extended
response period, Operator may require such party to pay the estimated siand-by fime in advance as a condition to extending
the response period.  IF more than one party elects to take such additional time 10 respond to the notice, standby costs shall be
allocated between the panies tking additonal timte to respond on a day-o-day basis in the proponion each clecting party's
interest as shown on Exhibit "A” bears to the total interest as shawn on Exhibit A" of all the electing parties.

4, Despening; If lesy than all parties efect to participare in & drilling, Sidetracking, or Deepening operation prop
pursuant 1o Article VIB L, the interest relinquished by the Non-Consenting Parties to the Conseniing Parties under Article

T2 e onty and e it e sngrof ) e v dporh sty deted o Ingitctis il tonpoul Wl i Lngih o
of which the parties were given notice under Anicle VLB.L. (“Initial Objective”). Such well shall not be Deepened beyond the
Initial Objective without first complying with this Aricle 10 afford the Non-Consenting Parties the opporunity 10 patticipate
in the Deepening operation._[iy the case of 2 horjcontgl weli

In the event any Consenting Party desires to drill or Deepen a Non-Consent Well to & depth below the Initial Objective,
such party shall give notice thereof, complying with the requirements of Article VI.B.1. to all parties {including Non-
Consenting Parties). Thereupen, Amicles VI.B.1. and 2. shall apply and all parties receiving such notice shall have the right to
participate or not paricipate in the Deepening of such well pursuam 10 said Amicles VIB.L. and 2. If a Deepening operation
is approved pursuant to such provisions, and if any Non-Consenting Party elects to participate in the Deepening operation,
such Non-Consenring party shatl pay or make reimbursement (as the case may be) of the following costs and expenses.

(a) If the proposal 10 Deepen is made prior to the Completion of such well as a well capable of producing in paying
quantities, such Non-Consenting Party shall pay (or reimburse Consenting Parties for, as the case may be) that share of costs
and expenses incufred in connection with the drilling of said well from the surface to the Initial Objective which Nonm-
Consenting Party would have paid had such Non-Consenting Party agreed to pamicipate therein, ptus the Non-Consenting
Party's share of the cost of Deepening and of participating in any further operations on the well in accordance with the other
provisions of this Agr . provided, however, el costs for testing and Completion of pted Completion of the well
incurred by Consenting Parties prior 10 the point of actual operstions to Deepen beyond the Initisl Objective shall be for the
sole sccount of Consenting Parties.

{b) If the proposal is made for & Non-Consent Well that has heen previously Completed as a well capable of producing
in paying quantities, but is no longer capable of producing in paying quantities, sach Non-Consesting Party shall pay (or
reimburse Consenting Parties for, 23 the case may be) its proportionate share of all costs of drilling, Completing, and
equipping said well from the surface to the Initil Objective, calculated in the manoer provided in paragraph (a) above, less
those cosls ped by the C ing Puties from the sale of production from the well. The Non-Consenting Party shall
also pay its proportionate share of ali costs of re-entering said well. The Non-Consenting Parties’ proportionate pan (based
on the percentage of such well Non-Consenting Pamty would have owned bad it previously panicipated in such Non-Consent
Well) of the costs of sslvable materials and equipment remaining in the hole and salvable surface equipment used in
connection with such well shall be determined in accordance with Exhibit "C.* [f the Consenting Partics have recouped the

A

cost of drlling, Completing, and equipping the well at the time such Deepening op is d i, then a Noe-
Consenting Party may participate in the Deepening of the well with no pay for costs i d pries o e ing the
well for Decpening

The foregoing shall not imply s right of any Consenting Party tw propose any Deepening for a Non-Consent Well prior
1o the drilling of such well to its Initiah Objective without the comseru of the other Consenting Parties as provided in Asticle
VIF.

5. Stietracking Any parry having the right to participate in a proposed Sidetracking operation that doey not own an
interest in the affected wellbore at the time of the notice shail, upon electing to participate, tender to the wellbore awners its
proportionste share (equal to ita interest in the Sidetracking operation) of the value of that portion of the existing weilbore
to be utilized a3 follows:

{m) If the proposal is for Sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs
incured in the initial drilling of the well down to the depth at which the Sidetracking operation is initiated.

(b If the proposal is for Sidetracking a well which has previcusly produced, reimbursement shall be on the basis of
such party's proportionate share of drilling and equipping costs incumred in the initial drilling of the well down 10 the depth
at which the Sidetracking operstion is conducted, calculated in the manner described in Asticle VI.B.4(b) above. Such pamy's
proportionate share of the cost of the well's salvable materials and equipment down to the depth ar which the Sidetracking
aperation i3 initared shali be determined in 2ccordance with the provisions of Exhubit *C.”
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7. Conformiry 1o Spacing Panern, Nerwithsianding the provisions of this Anicle VIB.2, it is agreed that no wells shall be

BB o e e e o o e o A bl TR Y i S
“ATEid i§ prodiaing, uhléss Sich well contorms jo the ﬂ’?lé“ﬁ'-&ei|sﬁﬁ;‘%eﬂ'ib’i"&i?fﬂ%ih%?#sﬁ{ﬁmeb FARLEL ey
8. Paying Wells, No party shall conduct any Reworking, Deepening, Plugging Back, Completion, Recompletion, or
Sidetracking operation under this agreement with respect to any well then capable of producing in paying quantities except
with the consent of all parties that kave not refinquished interesty in the well at the time of such operation.
C. Completion of Wells; Reworking and Plugging Back:
1. Completion: Without the consent of zll parties, mo well shall be drilled, Deepened or Sidetracked, except any well

drilled, Deepened or Sidetracked pursuant to the provisions of Artitle YLB.2. of this sgreement. Consent to the drilling,

Deepening orSidemckingshT-‘ll inﬂufll_e:_ ] Wells
P Uolon No. L Lm.r;.g ngcezsonur;lr ex‘pen iHures for the drilling, Deepening or Sidetracking, testing, Completing and

‘epenmg or Sidetracking and testing of the well. When
such well has reached its authorized depth, and all logs, cores and other tests have been completed, and the results
thereof furnished to the parties, Operator shall give immediate notice to the Non-Operatorn having the right 10
panicipate in a Completion attempt whether or not Operator recommends atiempting to Complete the well,

together with O or's AFE . for Completion costs if not previ rovided, The ies receiving such notice
QECV H —.-I}lu 'Pﬂl?!'-iﬁ\‘.‘ BT .nrr ﬂ'r"upl (b, . P yp " pl.m . 8 .
shall have T -e1ght (48) hours Féﬁhmg; Wstye of Satorday, y and  tet idays} in which to elect by delivery of

notice 0 Operator to pamicipate in & recommended Completion attempt or o make a Completion proposal with za
sccompanying AFE.  Operstor shall deliver any such Completion proposal, o any Completion proposal conflicting
with Operators proposal, to the other parties entitled o particip in such Completion in d with the
procedures specified in Aricle VIB.6. Election to participate in a Cumpls:i‘oﬂ‘lr]crrpt _uil include consent to all

necessary | expendil or The aqupm of such well, mcluding [ necessary tankage snd/or surface
inelusling oot not linnted go, Pl Huw lipes, nL'm: MIET S 11gS Y .

facililies _T_‘FlLAl excluding ™ any~ slimulation” operation nol conl ompletio ;"E Failure of any party
receiving such nofics to reply within the period above fixed shall constitute an election by hat party pot 1o
participate in the cost of the Completion amempr. provided, that Aricle XVILAB-4 shall control in the case of
conflicting Completion propesals. If one or more, but less than all of the parties, elect to attemp: » Completion, the
provision of Amicie VIB2 hercof (ihe phrase “Reworking, Sidetracking, Deepening. Recompleting or Plugging
Back™ av conmained in Aricle VIB.2 shall be deemed to include "Completing®) shall apply 1o the opersions

thereafter tonducted by less than all parties; provided, however, that Article V1.B.2. shull apply scparately to each

ke donlbigilug & doaer el

P Completion or Recompletion sttempt undertaken h der, and an election to b a Non-Consenting
Penty as 1o one Completion or R pletion attempt shall not prevent s party from becoming a Consenting Party
in  subseq Completi or R pleti pts regardless whether the Consenting Parties s to  carlier
Completi o R pletion have ped their costs pursuant to Anicle VEB.2: provided further, that any

recoupment of costs by a Consenting Party shall be made solely from the production attributsble to the Zone in
which the Completion attempt is made, Election by a previous Non-Conseming party to participate in & subsequem
Completion or Recompletion attempt shall require such party to pay its proportionste share of the cost of salvable
materials and cquipment instalied in the well pursuant to the previous Completion or Recompletion attempt,
i benefit the Zome in which such party participates in a
{tym i Tmanons |d ne log
] g 4 TINTRTIN
2, Rewerk, Recomplete or Plug Back: No well shall be Reworked, Recompleted or Plugged Back except a well Reworked,
Recompleted, or Plugged Back pursuant to the provisions of Article VIB.2. of this sgreement.  Consent to the Reworking,
Recompleting or Plugging Back of a well shafl include all necessary expenditures in conducting such operations and
Completing and equipping of said well, including necessary tankage andfor surface facilities.
D. Other Operations:
Operator shall nos urdertake any single project reasonably estimated 1o require an expendimure in excess of

Lty Thousand and no/fo0 Dollars {§_56,000.00 ) except in ion with the
drilling, Sidetracking. Reworking, Deepening, Completing, R pleting or Plugging Back of a well that has been previously
authorized by or p to this agr 1. provided, however, that, in case of explosion, fire, flood or other sudden

emengency, whether of the same or different nature, Qperator may take such steps and incur such expenses as in it opinion
are required (o dewl with the emergency to safeguard life and propenty but Operator, as prompily as possible, shall report the
emergency (o the other parties. If Operator prepares an AFE for its own use, Operator shall fumish any Non-Operator so
requesting an information copy thereof for any single project costing in excess of 13y Thousand and peflod____  Dollars
{350,000 00 ). Any party who has not relinquished its interest in a well shall have the right 1o propose that
Operator perform repair work or undertake the installation of artificial lift equipmemt or ancillary production facilities such 2
‘s‘:l‘t‘wmet dispesal wells or to conduct additional work with respect to s well drilled hereunder or other similar project

(AR bt T £ Yo L J ' (T ik FI T Pt esrbd
P . 3 . 4 Hithe) it t

L R e e bly estimated tp require an expenditure in excems of the
amount first ter [orth above in this Aricle VID. (except in connection with an cperation required to be proposed under
Articles VLB, or VI.C.1. Option No. 2, which shall be govemed exclusively be those Anicles). Operator shall deliver such
propasal to all parties entitled to participate therein. IF within thirty (30) days thereof Operator secures the written consent
of any party or parties owning at least 000 % of the interests of the parties entided to participate in such opermtion,
each party having the fight to participate in such project shall be bound by the terms of such proposal and shall be obligated
to pay its proportiohate share of the costa of the proposed project as if it had consented to such project pursuant to the terms
of the proposal,
E. Abmndonment of Wells:

. Abandonment of Dry Holey: Except for any well drilled or Deepened pursuant to Aricle VIB.2Z, any well which hay
been drilled or Deepened under the temns of this agreement and is proposed to be completed as a dry hole shall not be

-9.
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delivery of notice of the proposal 1o plug and abandon such well, such paty shall be deemed to have consented to the
proposed sbandonment. Al such wells shall be plugged and sbandoned in sccordance with applicable regulations and at the
cost, risk and expense of the parties who participtted in the cost of drilling or Deepening such well.  Any party who objects 1o
plugging ‘-‘"d[%{?’}? glp;f such well by notice delivered 16 Operator within forty-eight (48) hours (eschusive_ineusive of Seurday,
Sunday and 7 1s i')flLdays) after delivery of notice of the proposed plugging shall ke over the weil s of the end of such
forty-eight (48) hour notice pericd and conduct further operations in search of Ol andfor Gas subject to the provisions of
Article VI.B.; failure of such pamy to provide proof reasonably satisfactory to Operator of its financial capability to conduct
such operationy or to take over the well within such period or thereafter to conduct operstions on such well or plug and
abandon such well shall entitte Operator ta retain or take possession of the well and plug and sbandon the wefl. The party
taking over the well shall indemnify Operator (if Opermtor is an zbandoning party) snd the other abandoning parties against
liability for any further operstions conducted on such well except for the costs of plugging and sbandoning the well and
restoring the surface, for which the abandoning panies shall remain proportionately liable.

2 . Except for any well in which & Non-Consent operation has been
conducted hereunder for which the Consenting Pamies have not been fully reimbursed as herein provided, any wetl which has

" been completed as a producer shall not be plugged and abandomed without the consent of all paries. [f all parties consent to

such shandonment, the well shall be plugged and sbandoned in accordance with applicable regulations and st the cost, risk
and expense of all the parties hereto.  Failure of a party to reply within ~evis{aliihuty (30 days of delivery of notice of proposed
band shall be d d an election 1o consent to the proposal. 1f, within sirs—tibicty (30) duys after delivery of notice of the
proposed abandonment of any well, all parties do not agree to the abandonment of such well, those wishing to continue its
operation from the Zome then open 1o production shall be obligated to take over the well as of the expiration of the
applicable notice pertiod and shall indemnify Operator (if Operator is an abandoning party) and the other sbandoning parties
agninst liability for any further operations on the well conducted by such parties. Failure of such party or parties to provide
proof reasonsbly satisfactory to Operator of their financial capability to conduct such operations or to take over the well
within the required period or thereafter to conduet operations on such well shall entitle operstor to retain or (ake possession
of such well and plug and abandon the well.

Parties taking over a well ay provided herein shall tender to each of the other paries its proportionate share of the value of

the well's salvahle ial and equip d ined in accordance with the provisions of Exhibir *C." less the estimated cost
of salvaging and the estimated cost of plugging and abandoning and restoring the surface ;—providad—h ettt 4
H P e | (! H il - ") - 4 o H 1 YR " e - Yl 3. St bome—th, +h
* Frichitrg -3 the- i ! W
1 i L2t (3 Ll ot "y - Ty - .} & . G banll- 1 3 " e
Ll | t L2 ) ¥ (-}
" hetF—pfart I et e b i : # Each sbandoning party shall assign to the non-abandoning

parties, without warrsnty, express oc implied, a3 to title or as to quantity, or fitness for use of the equipment and material, all
of its interest in the wellbore of the well and related equipment. together with ity imerest in the Leasehold insofar and only
insofar as such Leasehold covers the right to obtain production from that welibore in the Zone then open to production. If the
interest of the abandoning party is or includes and Oil and Gas Interest, such party shall execute and deliver to the non-
abandoning party or partics an oil and gas lease, limited to the wellbore and the Zone then open to production, for a tzrm of
case T be on the—form
d The sssignments or leases so limited shall encompass the Drilling Unit upon which the well is located,
The payments by, and the assignments or leases to, the assignees shall be in & ratio based upon the relationship of their
respective percentage of participation in the Contract Area to the aggregate of the percentages of paricipation in the Contract
Area of al] assignees. There shall be no neadjustment of interests in the remaining portions of the Contract Ares.

Thereafter, abandoning partiey shall have no further responsibility, liability, or interest in the operation of or production
feom the well in the Zone then open other than the royalties retzined in any lease made under the terms of this Article.

m‘ﬂﬁwg%%%ﬂgﬁa aysigned well for the of the non-abandoning parties at the rmies and
charges plated by this ag plus any additional cost and charges which may arise as the result of the separare
owneship of the assigned well. Upon proposed abendonment of the producing Zone assigned or leased, the assignor or lessor
shall then have the option to repurchase ity prior interest in the well {using the same valuation formula) and participate in
further operations therein subject 10 the provisions hereof,

3. Abandonment of Non-Consent Qoerations: The provisions of Article VIE.l. or VIE2, sbove shall be applicable as
between Consenting Parties in the evem of the proposed abandonment of any well excepted from said Afticles; provided,
however, no well shall be penmanemly plugged and abandoned unless and until all parties having the right 10 conduct further
opentions therein have been notified of the proposed abandonment and afforded the opportunity 1o elect to take over the well
in accordance with the provisions of this Amicle VIE; and provided further, that Non-Consenting Parties who own an interest
in 2 portion of the well shall pay their proportionate shares of abandoament and sutface restoraton cost for such wetl s
provided in Article VILB.2.(b).

F. Termination of Operations:

Upon the of an operation for the drilling, Reworking, Sidetracking, Plugging Back, Deepening, testing,
Completion or plugging of a well, including but not limited to the [nitial Well, such operation shall not be terminated without
consent of parties beanng _6G__ % of the costs of such operation. provided, however, that in the event granite or other
practically impenetrable subsuance or condition in the hole is encountered which renders funther operations impractical,
Operator may discontinue operations and give notice of such condition in the manner provided in Article VIB.I, and the
provisions of Article VI.B. or VILE. shall thereafter apply to such cperation, as appropriate.

G. Taking Production tn Kind:

a wucnlmy clng Agreement Attached
—mﬁﬁﬂgﬁﬂﬁ’:ﬂd‘% fAng sepanately dispose of its proportionate share of all Qil and Gas produced from the

Contract Ares, exclusive of production which may be used in developmem and producing operstions and in prepasing and
tretting Ol &nd Gas for marketing purposes and production unavoidably lost  Any extrs expenditure incurred in the aking
in kind ¢ ang separate disposition by any party of its propomionate share of the production shall be bome by such party, Any

paty taking i18 share of produciion in kind shalt be required 1o pay for only its proportionase share of such part of
mclll\hng&u WILI];?I ;I[‘] ) |m‘ w:‘ i;ﬂj on and ingress g[ﬁ ciress

Operafors surface faciiifies L which il uics.
Each party shall exccute such division orders and contracts as may be necessary for the sale of ity interest in

production from the Contract Area, and, except as provided in Amicle VILB., shall be entitled to receive payment
«10-

hereby,




F- I I - T A N

>

AAPL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

directly from the purchaser thereof for ity share of all productien,

If any party fails 10 make the mmangements necessary to take in kind or scparately dispose of ity proportionate
share of the Qil produced from the Contract Area, Operttor shall have the right, subject to the revocaton at will by
the party owning it, but—sest—the—ohhgatiom to purchnu sucl: Oll or sell it o mhen at any lime and from time 10

time, for the accou t of the nor-takin, Chygpan, h ar leny
l!»':n i l”my purcue o s':ﬁu‘y pmor mny Hinaled ¥

Operator upon at least ten-8- thiny (30) days written notice to the owner of said production and shall be subj:ct dways to
the nglu of the owner of the production upon o teast ben—H<4-_thirty (30) day! wrikten notice to Openmr 10 exercise at any

Ay purchase or sale by Cperator of any other party's share of Oil shall be only for such reasonable periods of time
a4 are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a
period in excess of ane (1) year,

Any such sale of 1 and Ging by Operttor shall be in a manner ally ble under the cir but Op
shall have no duty to share mny existing market or to obtain a price equal to ihat received undef anmy existing
market, The sale or delivery by Gpemtor of a non-taking pasty's share of Oit apd_tiss under the terms of any existing
contract of Operator shall not give the non.taking party any interest in or make the non-taking party a party to waid
contract,  No purchase shall be made by Operator without first giving the non-taking parry at least ten (10) days
written notice of such intended purchase and the price to be paid or the pricing basis 1o be used.

All pamies shall give rimely written notice to Operator of their Gas marketing armangements for the following
month, excluding price, and shall notify Operstor immediately in the event of a change in such arrangemens,
Operator shall maintain records of all marketing armangements, and of vl acually sold or transported, which
records shall be made available to Nun-Opemnr: upon reasonable mquen

In the event one of mure games' 1 y

sepanate

i) cnu&e.!‘spl 0 sep

in kj
qUTeTd

pipelines and/or deliveries which on a day-to-day basis for any reason are not exactly equal Lo & party's respective proportion.
ate share of total Gas sales to be allocated to it, the bal .L'Ibw ing b the parties shall be in accordance with
A% g Ugs PHAIERCInG Ay gieement belween The patties h?re)lo i <l eoment-is-_attached as Exhibit 'E"ax-«-.\

Opemor !h:ll lve notice to Atl parti
d il
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ARTICLE VI

EXPENDITURES AND LIABILITY OF PARTIES
A. Liability of Parties:

The liability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligations,
and shall be liable only for its propontionate share of the cosis of developing and operating the Comirsct Area. Accordingly, the
liens yranted among the parties in Article VIIB. are given to secure only the debts of cach severally, and no party shall have
any liability to third parties hereunder to satisfy the defsuh of any other party in the payment of any expense of obligation
hereunder. Iv is not the intention of the parties to create, nor shafl this agreement be construed as creating, s mining or other
partnership, joint venmuwe, agency relafionship of association, Of 1o render the parties lishle as partmers, co-venturers, or

211
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|~ principals. In their relations with cach other under this ayrcement. the pertics shall aot be considered fiduciaries or 10 have
2 established a confidemial relationship but rather shall be free 1o act on an anm's-length basis in accordance with their own
3 respective self-imterest, subject, however, 10 the obligation of the parties to act in good faith in their dealings with each other
4 with respect to activities hereander.

5

Ex Al

S11-
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B, Liens and Security Interests:

Each party grants to the other parties hereto a lien upon any interest it now owns or hereafler acquires in Oil and Gas
Lettes and 0il and Gas [nterests in the Contract Area, and a security interest andior purchase money security interest in any
interest it now owns or heresfler acquires in the persomal property and fixrures on or used or ohisined for use in connection
therewith, to secure performance of all of its obligations under this agreement including but not limited to payment of expense,
intetest and fees, the proper disbursement of all monies paid h der, the assignment or relinquish of interest in Oil
and Gas Leases as required hereunder, and the proper performance of operations hereunder. Such fien and security interest
yranted by each party hereto shall inctude such party's leasehold interests, working interests, operating rights, and royalty and
overriding royalty interests in the Contract Area now owned or hereafter acquired and in lands pooled or wnitized therewith or
otherwise becoming subject o this agreement, the Ol and Gas when exiracted therefrom and equipment situated thereon or
used or obtained for use in connection therewith (including, without limitation, all wells, tools, and tubular goods), and accounts
(including, without limitation, sccounts arising from gas imbalances or from the sale of Oil and/or Gas at the wellheed),
contract rights, inventory and general intangibles relating thereto or arisicg therefrom, and all proceeds and products of the

foregoing,

To perfect the Jien and security agreement provided herein, each party hereto shall execute and acknowledge the recording
supplement and/or any financing statement prepared and submitted by any party bereto in conjunction herewith or at any time
following execution hereof, and Operator is authotized to file this sgreement or the recording supplement executed herewith as
a lien or mortgage in the applicable real estate records and as a financing statement with the proper officer under the Uniform
Commercigl Code in the state in which the Contract Area is situated and such other states as Operator shall deem appropriate
to perfect the security interest granted hereunder. Aoy party may file this agreement, the recording supptement executed
herewith, or such other documents as it deems necessary as a lien of mortgage in the applicable real estate records and/or a
financing statement with the proper officer under the Uniform Commercial Code.

Each party represents and warrants to the other parties hereto that the lien and security interest granted by such parmy 1o
the ather parties shall be a first and prior lien, and each party hereby agrees to maintain the priority of said lien and security
interest against all persons acquiring an interest in Oil and Gas Leases and [nterests covered by this agreement by, through or
under such party. AIE parties acquiring an interest in Oil and Gas Leases and il and Gas Interests covered by this agreement,
whether by assignment, merger, mortgage, operation of law, or otherwise, shall be deemed 1o have taken subject
to the lien and security interest granted by this Article VILB. as io sll obligations sstributable to such interest hereunder
whether or not such obligations arise before or after such interest is acquired.

To the extent that parties have & security interest under the Uniform Commercill Code of the swmte in which the
Contract Area is siwated, they shall be entitled 1o exercise the rights and remedies of a secured party under the Code
The bringing of @ suit and the obtaining of judgment by a party for the secured indebtedness shall not be deemed an
election of remedies or otherwise affect the lien sights or security interest as security for the payment thereof In
addition, upon default by any party in the payment of its share of txpenses, interests or fees, or upon the improper use
of funds by the Operator, the other parties shall have the right, without prejudice to other rights or remedies, to collect
from the purchaser the proceeds from the sale of such defsulting party's share of Oil and Gas unnl the amount owed by
such party, plus interest ss provided in "Exhibit C” has been received, and shall have the right to offset the amount

owed against the proceeds from the sale of such defaulting party's share of Gil and Cas.  -AH-—purchusers—oi—producH
V| b H PRl I O PR +h datomle by B4 ™~ Yoy 4 I O
[ of he gAY —or—p b as—a—resuli—of—the
ek it J- U el H i Ladsd. Y '8 5 J. " J H i I PO T
3 L 24 £ ¥ L $ y—Hy—p

If any parry fails to pay irs share of cost within one hundred twenty (120} days after rendition of & statement therefor by
Operator, the non-defaulting parties, inclding Operator, shall upon request by Operator, pay the unpaid amount in the
proportion that the interest of each such party bears to the interest of ali such parties. The amount paid by each party so
paying its share of the unpaid amount shall be secured by the liens and security rights described in Anicle VILB., and each
paying party may independently pursue any remedy available hereunder or otherwise.

If any party does not perform all of its obligations hereunder, and the failure to perform subjects such party 10 foreclosure
of execution proceedings pursuant 1o the provisions of this agreement, 10 the extent allowed by governing law, the defaulting
party waives any available right of redemption from and after the date of judgment, any required valuation or appraisement
of the momgaged or secured property prior to sale, any available right 1o stay execution or 10 require a marshaling of assets
and any required bond in the event a receiver is appointed. In addition, 1o the extent permitted by applicable law, each pany
hereby yrants to the other parties a power of sale as to any property that is subject to the lien and security rights wranted
hereunder, such power 1o be exercised in the manner provided by applicable law or otherwise in a commertially reasonable
manner and upon reasonable notice.

Each pany agrees that the other parties shall be entitled to wilize the provisions of Oil and Gas lien law or other lien
law of any state in which the Coneract Area is situated to enforce the obligations of each party hereunder. Without limiting
the generality of the foregoing, to the extent permitted by appiicable law, Non-Operators agree that Operator may invoke or
utilize the mechanics' or materialmen's lien law of the state in which the Contract Area is siniated in order to secure the
payment to Operator of any sum due hereunder for services performed or materials supplied by Operator.
f esri oty yhakl he in accordange with Article XV1.C,
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D. Defaults und Remedies:

If any panmy faily to discharge any financial obligation under this agreement, including without limitation the failure 10
make any ad under the-t biag-ArticleMH-6_XVIC, or any other provision of this agreement, within the period required for
such paymemt hersunder, then in addition to the remedies provided in Aricte VILB. or elsewhere in chis agreement, the
remedies specified below shall be applicable. For purposes of this Article VILD., all notices and clections shall be delivered

S12-
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only by Operator, except that Operstor shail deliver any such notice and req d by & defaulting Noa-Operator,
and when Operator is the party in default, the applicable notices and elections can be delivered by any Noa-Operator.
Election of any on¢ or more of the following remedies shall not preclude the subsequent use of any other remedy specified
below or otherwise lvuillhle toang p-dfnltin party.

X defeult s Notice of Default, which shail specify the default,
specify 1he action o be llken 10 cure the dcflu.ll., and specify that failure to take such action will result in the exercise of one
or more of the remedies provided in this Article, If the default is not cured within thirty (30} days of the delivery of such
Notice of Default, all of the rights of the defsuiting party granted by this agreement may upon notice be suspended until the
default is cured, without prejudice 10 the right of the non-defauiting party or panies to continue to enforce the obligations of
the defaulting party previousty accrued or theresfter accruing under this agreement. If Operator is the party in default, the
Nen-Operators shall have in addition the right, by vote of Nen.Operators owning a msjority in interest in the Contrct Area
after excluding the voting interest of Operator, to appoint a new Operator cffective immediately. The rghts of a defsulting
party that may be suspended herwunder at the clection of the non-defsulting parties shall include, without limitation, the right
10 receive information a3 10 any operation conducted hereunder during the period of such default. the right 1o eleet to
participate in an operation proposed under Article VLB. of this agreement, the right 1o participate in an operation being
conducted under this agreement even if the party has previously elected to participate in such openttion, and the right to
receive proceeds of production from any well subject 1o this agreement.

2. Suit for Damages; Non-defaulting parties or Operator for the benefit of non-defauliing parties may sue (mt joint
account expense) 10 collect the amounts in defsult, plus intetest accruing on the amounts recoversd from the date of defsult
until the date of collection ar the rate specified in Exhibit "C" amached hereto. Nothing herein shall prevent any paty from
suing any defaulting party to collect cansequential d ing to such party as a result of the defaudt.

3, Deemed Non-Consentt The non-defaulting party may deliver a written Notice of Non-Consent Election to the
defaulting party at any time after the expiration of the thirty-day cure period following delivery of the Notice of Default, in
which event if the billing is for the drilling a new well or the Plugging Back, Sidetracking, Reworking or Decpening of a
well which is 1o be or has been plugged &3 a dry hole, or for the Completion or R pletion of any well, the defeuling
party will be conclusively deemed to have elected not Io patticipate in the operation and to be a Non-Consemting Pary with
respect thereto under Article VIB. or VIC, as the case may be, 1o the extent of the costy unpaid by such party,
notwithstanding any election to participate . dtender—tiy —then—the

heretofare made,  Hvlestton—io—nnide—te—p det "

bk P Py ek so—repthale-S H-D-3-
-parHes-rey AR

Urniil the delivery of such Nodce of Non-Consem Election to the defauling party, such pary shall have the nght to cure
its default by paying its unpaid share of costs plus imterest at the rate ser forth in Exbibit "C." provided, however, such
payment shall not prejudice the rights of the non-defaulting parties to pursue remedies for damages incurred by the nons
defaulting parties as & result of the default.  Any interest relinquished pursugmt to this Asticle VIL.D.3. shali be offered to the
non-defaulting parties in propomtion to their interests, and the non-defsulting panies electing 10 panicipate in the ownership
of such intereat shall be required to contribute their shares of the defaulted amount upon their election to pasticipate therein.

4. Advance Pavimept If & default is not cured within thirty {30) days of the delivery of a Notice of Defauli, Opemor, or
Non-Op if Op is the defaulting party, may thereafter require advance payment from the defaulting
party of such defaulting party's snticipated shure of any item of expense for which Operator, or Non-Operators, as the case may
be, would be entitled to reimbursement under any provision of this agreement, whether or not such expense was the subject of
the previous default.  Sugh right includes, but is not limited 1o, the right to require ad pay for the esti d rosts of
diilling & well or Completion of & well a5 to which an election 10 participate in drilling or Completion has been made. If the
defaulting party fails to pay the required advance payment, the non-defaulting parties may pursue any of the remedies provided
in the Aricle VILD. or any other default remedy provided elsewhere in this agreement, Any excess of funds advanced remaining
when the operation is completed and all costs have been paid shall be promptly returned to the edvanding party.

5. Costs and Anmomevy Fees. In the event any party i3 required 1o bring legal proceedings to enforce any financial
obligstion of a party hereunder, the prevailing party in such action shail be entitted to recover all count costs, costs of
collection, and a reasonable attamey’s fee, which the lien provided for herein shall also secure.

E. Renatals, Shut-in Well Pryments and Mlni.rnum Rnyalﬁu'
Rem‘h,rshu:-in

K T L hplbithisfont—mh—parties  Any party may requesl, and :h-]l be entitled 10 receive, proper
evidence of all such payments. In the event of failure to make proper payment of any rental, shut-in well paymem or
minimum royalty through mistake or oversight where such payment is required to contitue the lease in force, any loss which
results from such non-paynient shall be bome in accordance with the provisions of Article (V.8 .33

Operator shall notify Non-Operators of the anticipsted completion of a shut-in well, or the shurting in or rewm to
production. of a producing well, at teaw five (5) days {excluding Saturday, Sunday, and legal holidays) priot to taking such
action, or at the earliest opportunity permitted by circumstances, but assumes no liability for failure to do so. [n the event of
failure by Operator t0 s¢ notify Non-Operators, the loss of any lease contributed heretc by Non-Operators for failure to make
timely payments of any shut-in well payment shall be bome joinly by the parties hereto under the provisions of Anicle
VB,

F. Taxes: R

Beginning with the fint calendar year after the effective dste hereof, Operator shall render for ad valorem taxation all
Wmﬁ%ﬁ%&&m rendered for such taxes, and it shail pay all such taxes assexsed
thereon before they become delinquent.  Prior to the rendition date, each Non-Operator shall fumish Operator information &s
o burdens {10 include, but not be limited to, royalties, overriding royalties and production payments) om Leases and il and
Gas Interests contributed by such Non-Qp If the d valuation of sny Lease in reduced by reason of its being
subject to outsianding excess royalties, ovemiding royalties or production payments, the reduction in ad valorem taxes
resulting therefrom shall inure to the benefit of the owner or owners of such Lease, and Operator shall adjust the charge to
such owner or ownefs 30 as to reflect the benefit of such reduction. If the ad valorem taxes are based in whole or in pan
upon separate velustions of each party's working interest, then notwithstanding anyihing to the contrary herein, charges 1o
the joint sccouni shall be made and paid by the parties hereto in accordance with the tax value generated by each pany's
working interest.  Operator shall bill the other pamies for their proportionare sherey of all tax paymenns in the manner
provided in Exhibit *C."

- 13-
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[f Operator iders any tax improper, Operttor may, M its discretion, protest within the time and manner
prescribed by law. #nd prosecute the protest to a final determination, unless all parties agree to sbandon the protest prior 10 final
determination. During the pendency of administrative or judicial proceedings, Operttor may tlect to pay, under protest, all such taxes
and any imerest and penalty. When any such protested assessment shall have been tinally determined, Operator shall pay the fax for
the joint account, together with any interest and penalty accrued, and the 1otal cost shall then be asvessed against the parties, and be
paid by them, 23 provided in Exhibit "C.”

Each party shall pay or cause 10 be paid all production, severance, excise, gathering and other taxes imposed upon or with respect
1o the production or handling of such party’s share of Oil and Gas produced wnder the terms of this agreement,

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The Leases covered by this agreement, insofar as they embrece acretge in the Conteact Area, shall not be surendered in whole
or in part unless all parties consent thereto,

However, should gny party desire to surrender its interest in way Lease or in any portion thereof, such party shall give written
notice of the proposed surrender to all parties, and the paries to whom such notice is delivered shall have thirty (30) days afier
delivery of the nofice within which to notify the party proposing the surrender whether they ¢lect to consent thereto. Failure of a
party 10 whom such notice i3 delivered 10 reply within sasid 30-day period shall consinste a consent o the swrrender of the Leases
described in the notice. IF all parties do not egree or consent thereto, the party desiring 10 surrender shall assign, without express or
implied warranty of title, ail of its interest in such Lease, or portion thereof, and any weil, material and equipment which may be
located thereon and any rights in production thereafter secured, to the parties not consenfing te such surrender. If the interest of the
assigning party is or includes an Gil and Gas Interest, tho assigning party shall execute and deliver to the party or parties not

consenting 10 such swrender an oil and gas lease covering such Qil and Gas Interest for 2 lerm of ﬁe (1) year znd so long
mﬁmwwc—mmmmmim ibH="E-
Upon swch assignmert—or—tease, the atsigning pary shall be selieved from all obligations thereafler accruing, but noet theretofore
acerued, with respect to the interest assigned or feased and the operation of any webl amvibuiable thersto, and the assigming party
shall have no further interest in the assigned or leased premises and ity equipment and production ~eHhes-then—the-rovaliior-toiained
ity —hittd—tade—tithber—the—tesma—of—this—trisle:  The party assignee of lessee shall pay to the pany rssignor or lessor the
reasonable salvage value of the latier's interest in ey well's ssivable materials and equipment attributable to the assigned or leased
acreage. The value of all salvable materials and ¢qui shall be d ined in accordance with the provisions of Exhibit "C,” less

the estimated cost of salvaging and the estimated comt of plugging and abandoning and restoring the surface.  Hwwhvithmd—tries
iRttt —er vyt ron—the iyttt ot epar—shat—pusrto-Hie—pary—tsrnee—or—lesine—tho—umowH——wch—detien- I the
assignment or lease is in favor of more than one party, the interest shall be shared by such parties in the proportions that the
interest of each bears to the total interest of all such parties. [F the interest of the parties to whom the assignment is to be made
varies according to depth, then the interest assigned shall similarly reflect such variancey.
Any assignment, lease or surrender made under this provition shall not reduce or change the assignor's, lesmera—or surrendering
party's interest a3 it was i distely before the assigs lease or surrender in the balance of the Contract Area and the acreage
gned. leased or W dered, and subseq operations thereon, shali noi thereafier be subject 10 the terms and provisions of this
gr but shall be d d subject 1o an Operating Agreenent in the form of this sgreement.
B. Renewal, o«-Extension or Agquizition of Leasey:

B ey, o LAY aineyLns Lonliack Ao
shall be natified promptly upon such acquisition or, in the cass of & replacement Lease taken befors expiration of an existing Lease,
promptly upon expiration of the existing Lease. The parmies notified shall h!v::itl‘i{ right for a pcri’ocl of thirty {10) days following
Jelivery of Sich Aolice (o which 10 61ect 10 PArHSpate 1n the owneestp OF e £ £ LEe#, insofar as such Lease
affects lands within the Contract Area, by paying to the party who acquired it their proportionate shares of the acquisition cost

dlocated to that past of such Lease within the Contrsct Ares, which shal] be in prm'on o !he’r,'nt res held at that time by the
g

Pantiésin the Contract Area. Each pafty who partcipates in ihe purchasé of ag Lm-ﬁl‘&?eb—mkcm shall be given an

assignment of ity proportionate inferest therein by the acquiring party.

) —_
—— T o T e YR 41T o TR ey ¢leer o partiar e W 1 prehnis BT o s MY cace, it shall be owned
by the parties who elect to participate therein, in a ratio based upon the relationship of their respective per ge of panicipation in

the Coniract Area to the aggregste of the perventages of pu‘tigipuiof:_in the Contn(q Al l’of all paries participating in the
PurchdsE of Such renewel or replacetient Lease. B acquisTnon OF ajl L%«ﬁa“-‘&?‘ﬁ% ;_'I Eau by any‘ 0 all of the parties hereto
shall not Cilse & readjustment of e interésts of (e partics saied in Exhibil "A,” bul &ny L&&WM‘ ,_' Lease in which
less than &l parties clect to participate shall not be subject w this agreement but shall be deemed subject 10 & separate Operating

Agreement in the form of this agreement.
If the (‘;n : tt_g the panies in the Contract Ares vary according to depth, then their right 10 participate proportionately in

T AL v 4 { Leases and their right to receive an assignenent of interest shall also reflect such depth variances

ﬁmmtwmﬁmmnwpvmmwﬁgﬂ%m whether they are for the entire interest covered by
the expiring Lease or cover z'r;l.] “: ortion of ity grea of an interest therein.  Any renewal or replacement Lease taken before the
TXpiTEion Of T8 predecessor 7L &u of laken of conmracred for or becoming effective within six (6) months after the expiradon of the
existing Lease, shall be subject to this provizion so long as this agre meplt is in effect a1 the lime of such acquisition or at the time
R TENewal or replacement Lease becomes efleckve, Dul &ny L_gease Eﬂm or contracted for more than six (6) months after the
expiration of an existing Lease shall not be deemed a renewal or replacement Lease and shall not be subject 1o the provisions of this

agreement.
The provisions in this Article shall also be applicable to extensions of Oil ang Gas Leases.

C. Acreage or Cash Contributions:

While this agreement is in force, if any party for a bution of cash ds the drilling of & weil or any other
cperation on the Contract Area, such contibution shall be paid to the pany who conducted the drilling or cther operation #nd shall
be applied by it against the cost of such drilling or other operati If the 1b be in the form of acreage, the party to whom

the contribution is made shall prompily tender an assi of the acreage, without warranty of title, to the Drilling Pani¢s in the
proportions said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contract Area tnd, to the
extent possible, be governed by provisions identical to this agreement. Each party shall promptly notify all other parties of any
acreage or ¢ash comributions it may obtain in support of any well or any other operation on the Contract Ares. The above
provisions shall also be applicable to optional rghts to earn screage outside the Contract Area which are in support of weil drilled
inside Conmact Area.
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If any party contracts for amy consideration relating 1o disposition of such pary's share of substances produced hereunder,
such consideration shall not be deemed & contribution as contemplated in this Article VIIL.C.

D. Assignment; Maintenance of Uniform [nterest:

For the purpose of maintaining uniformity of ownenhip in the Contract Arew in the Oil and CGas Lemses, Oil and Gas
Interests, wells, equipment and production covered by ihis zgreémem no pary shall sell, encumber, transfer or make other
disposition of its interest in the Oil and Gas Leases and Oil and Gas Interests embraced within the Contract Area or in ‘wells,
equipment and production unless such disposition covers cither:

I the emire intecest of the party in all Oil and Gas Leases, Oil and Gas Interesis, wekls, equipment and production; or

2 an equal undivided pertent of the party's present imterest in all Qil and Gas Lesses, Oil and Gas Interests, wells,
equipment and production in the Contract Area.

Every sale, encumbrance, trensfer or other disposition made by any party shall be made expressly subject to this agreement
and shall be made without prejudice to the right of the other parties, and any transferee of an ownership interest in any Qil and
Gas Lease or Interest shall be deemed a party to this agreemen as to the interest conveyed from and after the effective damie of
the transfer of ownership, provided, however, that the other parties shall not be required 0 recognize any such sale,
encumbrance, wransfer or other disposition for any purpose hereunder until thinty (30) days after they have received & copy of the
instrument of wansfer or other satisfactory evidence thereof in wrting from the iransferor or transferee. No assignmem ot other
disposition of interest by a party shall relieve such party of obligations previously incurred by such party hereunder with respect
1o the interest transferred, including without limitation the obligation of & party 1o pay all costs stribuwble to an operation
conducted hereunder in which such party has agreed 10 participate prior to making such assignmenst, and the lien and security
interest granted by Article VIL.B. shall continue 10 burden the interest transferred to secure payment of any such obligations.

If, at any time the interest of any party iy divided amoag and owned by four or more co-owners, Operator, at its discretion,
may require such co-owners 10 sppoint a single trustee or agent with full authority ro receive notices, approve expenditures,
receive billings for and approve and pay such party’s share of the joint expenses. and to deal genemlly with, and with power to
bind, the co-owners of such party's interest within the scope of the cperations embraced in this agreement; however, all such co-
owners shall have the fight 1o enter into and execuse all contracts or agreemems for the disposition of their respective shares of
the Oil and Gas produced from the Contract Area and they shall have the right 10 receive, separately, payment of the sale
proceeds thereof,

E. Walver of Rights to Partition;

If permitted by the laws of the stwre or states in which the propemy covered hereby is [ocated, each party hereto owning an
undivided interest in the Contract Area waives any and all vights it may have 1o panition and have ser aside 1o it in severalty its
undivided interest therein.
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ARTICLE IX.

INTERNAL REVENUE CODE ELECTION
If, for federal incomse tax purposes, this agreement and the operations hereunder are regarded as a partnership, and if the
parties have not otherwise agreed to form a tax parinership pursuant to Exhibit "G or other ayreement between them, each

party thereby affected elects to be excluded from the application of all of the provisions of Subchapter "K," Chapter I, Subtitle
"A." of the Internal Revenue Code of 1985, a3 amended {“Code”), 28 permitted and authorized by Section 761 of the Code and
the regulations promulgated th der. Op is authorized and directed to execute on behalf of each party hereby affected

such evidence of this election 83 may be required by the Secretary of the Treawry of the United States or the Federal Internal
Revenue Service, including specifically, but not by way of limitation, all of the rerurns, statements, and the data required by
Treasury Regulation §1.761-2. Should there be smy requirement that ¢ach party hereby affected give further evidence of this
election, each such party sha!l execute such documents and furnish such other evidence as may be requiced by the Federzl Internal
Revenue Service or as may be necessary o evidence this elecion. No such party shall give any notices of take any other sction
inconsistent with the election made hereby. [f any present or future income tax Jaws of the suate or states in which the Contract
Ares is located or any future income tax laws of the United States contain provisions similar to those in Subchapter "K." Chapter
1. Subtitle "A." of the Code, under which an election similar to that provided by Section 761 of the Code is permitted, each party
hereby affected skall make such election as may be permitted or required by such laws. In making the foregoing election, each
such party states that the income denved by such parmy from opemati h der can be adequately determined without the
computation of partnership taxable income.

ARTICLE X,
CLAIMS AND LAWSUITS

Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure
does not exceed _Iitty Thousand and Moy’ | (3 Dollars {($_*u,000,00 ) and if the payment is in complete settlemem
of such ciaim or suit. If the amount required for settlement exceeds the above amount, the parties hereto shall assume and take over
the further handling of the claim or suit, unless such authority is delegated to Operator, All costs and expenses of handling settling,
or otherwise discharging such clzim or suit shall be a the joimt expense of the panties participating in the operation from which the
claim or suit arises. If & claim is made against any party or if any party is sued on accoum of any marnes arising from operations
hereunder over which such individual has no control because of the rights given Operator by this agreement, such party shall
irlnmcdiml notfy other clgim of sHi_l involvig » ;-n;:ion herumder.._:-gj'j_
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ARTICLE X1
FORCE MAJEURE

If any party is rendered unable, wholly o in pant, by force majeure to carry out its obligations under this agreement, other
than the obligation to indemnify or make money payments or fumish security, that party shall give to all other parties
prompt written notice of the force maj bly full particul ing i1, thereupon, the obligations of the
party giving the notice, %0 far ay they sre affected by the force majeure, shall be suspended during, but no longer tham, the
continuance of the force majeure.  The term “force majeure,” as here employed, shall _rﬂmmm act of God. strike, lockout. or
otfier” indistiialdistirbance, acior "ihe " public "enemy, wir,” HIockide; pubTie fiol Treiternve. 'F'l‘%e. storm, ftood or other act of
ntture, explosion, wovernmental action, yovernmental delay, restraint of inaction, unavailability of equipment, and any other
cause, whether of the kind specifically enumerated above or otherwise, which is not ressonably within the control of the party
claiming suspension.

The affected party shall use all reasonable diligtnce 1o remove the force majeure sihuation as quickly as practicable. The
requicement that asy force maj shall be edied with all r shall not require the setttement of strikes,
lockouts, or other labor difficulty by the party involved, contrary to its wishes; how af] such difficuliies shall be handled shall
be entirely within the discreticn of the party concemed.

with

hle di "

ARTICLE XII
NOTICES
All notices authorized or required between the parties by zny of the P ions of this agr
specifically provided, shall be in writing and delivered in person or by United States mail, courier service, telegram, tefex,
{EIETOHTEE L oF any other form of facsimile, postsge ot charges prepaid, and addressed to such parties at the addresses listed on

unless otherwise

Exhibit "A."

the originating notice is received. “Receipt® for purposes of this agreement with respect to writen notice delivered hereunder
shatl be actual delivery of the raotice to ltjlt ddress of the party to be notified specified in accordance with this agreement, or
16 HRE TeTE¢opy, Tacyimie; o"‘»:ié]‘éi"iﬁ#cl‘h"l"ne ;_‘aoa!g%tiﬁ party, The sccond of any responsive notice shall be deemed detivered when
deposited in the Uri‘ﬁmsa?m mail or at the office of the courer or telegraph service, or upon transmintal by telex, telecopy,
F-F—“ﬁ?:iﬁﬁle",:{"%[}mﬁ’ £ personally delivered to the party to be notified, provided, that when response is required within 24 or
48 hours, such response shall be given onlly or by telephone, telex, telecopy, pindit or other facsimile within such period. Each party
shall have the right 10 change ita address at any time, and from time to time, by giving written notice thereof to all other
parties. Ef a party is not available to receive notice orally or by telephone when a party attempts to defiver a notice required
10 be delivered within 24 or 48 hours, the notice may be delivered in writing by any other method specified herein and shall
be deemned delivered in the same manner provided above for any responsive notice. :
ARTICLE XL
TERM OF AGREEMENT
This agreement shall remain in full force and eifect 23 to the Oil and Gas Leases andfor Qi and Gas Interests subject
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The terminstion of this agreement shall not relieve any pany hereto from any expense, lishility or other obligation or any
remedy Therefor which has accrued or attached prior 1o the date of such termination.

Upon termination of this agreement &nd the satisfaction of all obligations hereunder, in the event s memorandum of this
Operaling Agreement has been filed of record, Operator is authorized 10 file of record in ail necessary recording offices a
notice of termination, and each party heretd agrees to execute such 8 notice of termination a1 to Operator's interest, upon
request of Operator, if Operator has satisfied all ies financial obligations.

ARTICLE XIV,
COMPLIANCE WITH LAWS AND REGULATIONS
A. Laws, Regulations and Orders:

This agreement shalk be subject to the applicable laws of the state in which the Contract Area is located, to the valid rules,
reyulations, and orders of any duly constituted cegulatory body of said state; and to all other applicable federsl, siate,
and local laws, ordinances, rules, regulations and orders.

B. Governing Law:

This agreement and all mariers permaining hereto, including but not Ilimited to matters of performance, noo-
performance, bresch, remedies, procedures, rights, dutles, and [nterpretation or construction, shall be governed and
deternined by the law of the siate in which the Contract Area is located If the Coniract Area is in two or more states,
the law of the state of __ Iifahn shall govern.

C. Requistory Ageacien:
Nothing herein contained shall yrant, or be construed to grant, Operstor the right or authority to waive or release any
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rights, privileges, of obligations which Non-Operators may have under federal or stat¢ laws of under rules, regulations or

h] PAGE L6
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orders promulgated under such laws in reference to oil, gas and mineral operations, including the location, operation, or
production of wells, on tracts offserting or adjecent to the Contract Ares.

With respect to the operations hereunder, Non-Operators dyree to release Operator from any and all losses, damages,
injuries, claims and causes of action arsing oul of, icident to or resutiog direclly or indirectly from Operator's interpretation
or application of rules, rulings, regulations or orders of the Department of Energy or Federal Energy Regulatory Commission
or prcdecessor or successor agencies to the extent such interpretation or application was made in good faith and does not

yross ligence.  Each Non-Operator further agrees to reimburse Operator for such Non-Operator's share of
production or any refund, fine, levy or other governmental seaction that Operator may be required to pay as a result of such
an incorrect interpretation or application, together with interest and penalties thereon owing by Operator s a result of such
incormect interpretation of application.

ARTICLE XV,
MISCELLANEOUS
A, Executlon:
This sgreement shall be binding upon each Non-Operator when this agreement or a counterpen ihereof has been
executed by such Non-Operstor and Operstor notwithstanding that this agreement is not then or thereafter executed by 2l of
the parties to which it is tendered or which are listed on Exhibit A" as owning an interest in the Conmact Ares or which

own, in facl, an interest in the Contract Area. Uperas iy L L | EE M AT S
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B. Snccessors and Assigns:

This agresment shall be binding upon and shall inure to the benefit of the parties hereto and their respective heirs,
devisees, legal rep! e, 2 and assigns, and the terms hercof shall be deemsd w0 rua with the Lessss or
[mmsmdudedmduntheConmnAm‘
€. Counterparts:

This instrument may be executed in 2y number of counterpants, cach of which shall be considered an origingl for all
purposes.

D. Severability:

For the purposes of assuming or rejecting thiy agreememt as an executory contract pursuant to federal banknapicy laws,
this agreement shall not be seversble, but mather must be assumed or rejected in it entirety, and the failure of sny pary 10
this agreement to comply with all of its financral obligadons provided herein shall be a marerial default,

ARTICLE XVL

OTHER PROVISIONS
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2, ADDITIONAL SECHRITY FROVISTCING

1 SECLRITY INTEREST
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M{\IiAHO LLC/M'/-

BY: T \O¢nd O Wl rTeN

Tts: \J P - l U\_A
{ON-OPER
BRIDGE ENERGY, INC,
By:
[ts:
SETANTA ENERGY LLC
By:
[ts:

CONIG 818 INVESTMENTS, LLC

By:
Its:
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By:
Its:

NON-OPERATORS
BRIDGE ENERGY, INC,

SETANTA ENERQY LLC

By
Its:

CONIG 818 INVESTMENTS, LLC

By:
Tts:
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By 6 (TH 0'Donnetl .
™ bireegor oPS'(gZpPWS Uolling Corgpo y
1]

member 0f S¢pavta Cuergy LLC
CONIG 818 INVESTMENTS, LLC 37

By:
Ts:
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Exhibit D

Authorization for Expenditure



AUTHORITY FOR EXPENDITURES

OPERATOR PROSPECT / WELL NAME AFE NUMBER
ALTA MESA SERVICES, LP Idaho Kauffman 1-34 114DC2101
LOCATION COUNTY STATE REVISION #
Lat 44° 04' 45.35989" Long. 116° 48' 39.01178" (NAD 83) Payette Idaho 0
FIELD NAME WELL COST ESTIMATE DATE
Willow 7/3/14
TARGET FORMATIONS PROPOSED DEPTH
Willow Sand 5,800 ft MD
BCP - INT ACP - INT TOTAL
INTANGIBLE WELL COSTS: 8200 Series 8300 Series
100 PERMITTING / REGULATORY $2,500 $2,500
101 SURVEYS & STUDIES $10,000 $10,000
102 RIGHT OF WAY, DAMAGES, & LEGAL $10,000 $10,000
103 PHYSICAL LOCATION PREPARATION $60,000 $60,000
104 LOCATION CLEAN-UP & RESTORATION $0 $0
107 LEGAL / UNITIZATION $50,000 $50,000
110 MOBILIZATION / DEMOBILIZATION (Move In - Move Out) $90,000 $90,000
120 RIG TURNKEY COSTS $0
122 RIG DAY WORK COSTS $180,000 $40,000 $220,000
123 COMPLETION / WORKOVER RIG $0 $0
124 COILED TUBING UNIT $0 $0
125 WIRELINE UNIT $0 $0
130 FUEL & LUBRICANTS $18,900 $4,200 $23,100
131 WATER $11,155 $0 $11,155
140 BITS $45,000 $45,000
141 REAMERS, STABILIZERS, COLLARS $1,500 $1,500
142 ROTARY TOOL RENTAL & ACCESSORIES $3,300 $0 $3,300
144 FISHING TOOLS $0 $0 $0
145 DIRECTIONAL TOOLS $15,200 $15,200
150 WELL CONTROL EQUIP RENTAL $14,120 $37,200 $51,320
151 MUD MONITORING & EQUIPMENT RENTAL $11,325 $850 $12,175
152 MUD LOGGING $4,800 $4,800
153 SURFACE EQUIPMENT RENTAL $15,190 $9,580 $24,770
160 MUD & CHEMICALS $177,100 $21,200 $198,300
161 CUTTING DISPOSAL / BARGE CLEAN-UP $25,000 $15,000 $40,000
170 TUBULAR INSPECTION & TESTING $0 $3,000 $3,000
171 CASING CREWS $16,000 $22,500 $38,500
172 CEMENTING & SERVICES $60,000 $75,000 $135,000
173 LOGGING & CORING $70,000 $12,000 $82,000
174 PERFORATING $16,000 $16,000
175 ACID, FRAC, & SAND CONTROL $0 $0
176 WELL TESTING $20,000 $20,000
178 COMMUNICATIONS $2,940 $1,070 $4,010
179 OTHER SERVICES $5,000 $1,000 $6,000
180 LAND TRANSPROTATION $31,500 $21,000 $52,500
181 MARINE TRANSPORTATION $0 $0 $0
190 CONTRACT LABOR $4,350 $20,000 $24,350
192 SUPERVISION - GEOLOGICAL & ENGINEERING $35,100 $19,800 $54,900
193 TRAILER & CAMP EXPENSES $9,135 $2,030 $11,165
194 DOCK CHARGES $0 $0 $0
200 DRILLING OVERHEAD (COPAS) $4,500 $2,500 $7,000
210 INSURANCE $3,480 $3,480
290 CONTINGENCIES $148,289 $51,590 $199,879
(1) TOTAL INTANGIBLE WELL COSTS $1,135,384 $395,520, $1.530,904
BCP - TAN ACP - TAN
TANGIBLE WELL COSTS: 8250 Series 8350 Series
101 PLATFORM / WELL PROTECTOR - (Wood pilings, metal supports, etc...) $0 $0
170 CONDUCTOR PIPE $15,500 $15,500
200 SURFACE CASING $25,361 $25,361
250 INTERMEDIATE CASING $0 $0
270 LINER $0 $0
300 CASINGHEAD - (Everything up to the tubinghead) $4,000 $4,000
350 CASING EQUIPMENT - (Float equipment, centralizers, liner hangers, etc...) $5,000 $5,000 $10,000
400 DOWNHOLE EQUIPMENT - (Packers, Anchors, Bridge Plugs, Screens, etc....) $0 $15,000 $15,000
900 TANGIBLE CONTINGENCIES $4,986 $15,007 $19,994
100 PRODUCTION CASING $55,274 $55,274
110 PRODUCTION LINER $0 $0
117 TIE-BACK ASSEMBLIES - (Casing cost, Seal Assem, etc...) $0 $0
120 TUBING $34,800 $34,800
200 WELLHEAD - (Tubinghead, Hangers, Production Tree, etc...) $30,000 $30,000
300 COMPLETION EQUIPMENT $10,000 $10,000
(2) TOTAL TANGIBLE WELL COSTS $54.847 $165,081 $219.929
(1) + (2) TOTAL D&C COSTS $1,190,231 $560,601 $1.750.832
ACP - Fac
PIPELINE & FACILITY WELL COSTS: 8400 Series
010 FOUNDATION $0 $0
100 TANK BATTERY $30,000 $30,000
107 FENCES $40,000 $40,000
120 MANIFOLD & SEPARATORS $0 $0
130 DEHYDRATOR $60,000 $60,000
131 PIPING $150,000 $150,000
140 GENERATOR & ELECTRICITY SYSTEM $0 $0
150 METER RUN $30,000 $30,000
165 INSTRUMENTATION $150,000 $150,000
180 VALVES & FITTINGS $0 $0
190 COMPRESSOR $0 $0
191 PUMP UNITS $0 $0
192 SALT WATER DISPOSAL PUMP $0 $0
193 SUCKER RODS $0 $0
194 EQUIPMENT $65,000 $65,000
195 INSTALLATION LABOR $0 $0
196 OTHER FACILITIES COST $0 $0
200 COMPANY LABOR & EXPENSE $0 $0
210 CONTRACT SUPERVISION $0 $0
280 MAJOR CONSTRUCTION OVERHEAD $0 $0
290 BUDGET CONTINGENCIES $78.750 $78.750
Facility Total = $603,750 $603.750
ACP - PL
8450 Series
100 PIPELINE SURVEYS $0 $0
101 RIGHTS OF WAY $0 $0
103 DAMAGES $0 $0
110 LINE PIPE $0 $0
111 COATING & CATHODIC PROTECTION $0 $0
120 VALVES & FITTINGS $0 $0
130 METERING & PIPELINE TAP $0 $0
140 INSTALLATION COSTS $0 $0
190 OTHER PIPELINE COSTS $0 $0
200 COMPANY LABOR & EXPENSE $0 $0
210 CONTRACT SUPERVISION $0 $0
290 BUDGET CONTINCENCIES $0 $0
Pipeline Total = $0 $0
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Proposed Unit Map
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Exhibit F

Proof of Publication (to be submitted at hearing)



Exhibit G

Affidavit of Notice to Interested Parties (executed copy to be
submitted at hearing)



BEFORE THE IDAHO OIL & GAS CONSERVATION COMMISSION
AFFIDAVIT OF NOTICE TO
INTERESTED PARTIES

STATE OF IDAHO )
)
COUNTY OF ADA )
KNOW ALL MEN BY THESE PRESENTS:

COMES NOW AMY HARDEE, Affiant herein, who after being by me duly sworn, states on
oath as follows, to-wit:

1. I, AMY HARDEE, am the assistant to John F. Peiserich, who has been retained to
represent Alta Mesa Services, LLC, (Applicant) before the Idaho Oil & Gas Conservation
Commission at the August 5, 2014, hearing in Boise, Idaho, to be heard in connection
with the following matter:

RE: Application of Alta Mesa Services, LP for integration of all unleased mineral
interests and for authority to produce the proposed well and to share the costs of such
well and the hydrocarbons produced therefrom between the working interest owners
and royalty owners in the unit described as East Half of Section 33 and the West Half
of Section 34, both in Township 9 North, Range 4 West, Boise Meridian, Payette
County, Idaho; Proposed Kauffman #1-34

2. I hereby certify that a true and correct copy of the Notice attached hereto has been placed
in the United States Mail, postage prepaid, onthe _ day of July, 2014, addressed to each of the parties
named on the LIST OF INTERESTED PARTIES attached to the referenced Application as Exhibit A.

3. This Affidavit is made and executed based upon my own personal knowledge.

FURTHER Affiant sayeth not.

AMY HARDEE

SUBSCRIBED AND SWORN to before me, a Notary Public, on this day of August,
2014.

Notary Public
My Commission Expires:






